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TITLE 7—AGRICULTURE 

Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

Pm 994— Pecans Grown in Georgia, 
Alabama, Florida, Mississippi, and 
South Carolina 

ORDER TERMINATING SUSPENSION OF GRADE 
AND SIZE REGULATIONS 

The grade and size regulation 
<1994-102; 19 F. R 6785) which was In 
effect pursuant to the provisions of Mar¬ 
keting Agreement No. Ill and Order No. 
94 regulating the handling oX pecans 
frown in Georgia. Alabama. Flo rida , Mls- 
Rlsslppt, and South Carolina (7 CFR. Part 
994 k , effective pursuant to the provisions 
of the Agricultural Marketing Agreement 
Act of 1937, as amended (7 D. S. C. 601 
et seq.) # was suspended on August 26. 
1955. This action was taken when It 
became apparent that prices received by 
growers would average above parity for 
the 1955-56 crop year. 

The 1956-57 pecan crop in the fivc- 
State area is presently estimated at 
101,400.000 pounds as compared with 39,- 
100.000 last season and producers and 
handlers have recommended that ship- 
menu of Inshell pecans from the area be 
wbject to grade and size regulation. In¬ 
formation available to the Department 
indicates that such regulation of Inshell 
P®cam shipped from the area would tend 
to promote the objectives of the Agri¬ 
cultural Marketing Agreement Act of 
1737. as amended, in that it now appears 
that the average price for pecans for 
the coming season will be below parity. 
Therefore, suspension of the following 
grade and size regulation is hereby ter¬ 
minated, effective as of October 1, 1956: 

1994.102 Grade and size regulation. 
In lieu of the initial grade and size 
tcfiuiation contained in ft 994.74 of the 
marketing agreement and order, no per- 
haodle . except as provided in 
1994.77 (e) of the marketing agreement 
“W order, any unshelled pecans: 

Unless such pecans have a count 
pound of less than 91 nuts, and the 
0 smallest nuts in a representative 100 
&ut sample wei *h at least 1.5 ounces: 

<2) in addition, meet requirements of 
U. 8. Commercial grade as estab¬ 


lished in the U. 8. Standards for Pecans 
in the Shell ftft 51.1400 to 51.1416 of this 
title, to read, as modified for the pur¬ 
poses of this grade and size regulation 
with respect to the minimum percentage 
of kernels required to meet the require¬ 
ments of the U. S. No. 1 grade and the 
maximum tolerance for kernels which 
may be very seriously damaged, as set 
forth in subparagraph <3) of this para¬ 
graph: Provided , That pecans of the 
Mahan variety shall be required only to 
meet the requirements of the U. 8. Com¬ 
mercial grade, as set forth In the afore¬ 
said U. S. Standards for Pecans in the 
Shell, including the tolerances set forth 
therein; 

(3) The pecans, other than those of 
the Mahan variety, shall consist of pe¬ 
cans in the shell which shells are free 
from serious damage caused by stains 
or adhering hulls, split, broken or punc¬ 
tured shells, loose hulls or other foreign 
material or other means. At least 75 
percent, by count, of the pecans in any 
lot shall have kernels which meet the 
requirements of the U. S. No. 1 grade; 
and the remainder shall have kernels 
which are well cured, free from rancid¬ 
ity. mold, decay, Insect injury, and from 
serious damage caused by shriveling, 
leanness, discoloration, or other means. 
In order to allow for variations incident 
to proper grading and handling, the fol¬ 
lowing tolerance for pecans other than 
those of the Mahan variety shall be 
permitted: 

(1) For external defects (defects of the 
shell) not more than 10 percent, by 
count, for pecans which fail to meet the 
requirements of the grade; and 

ell) For internal defects (defects of 
the kernel) not more than 15 percent, by 
count, for pecans which fall to meet the 
requirements of the grade: Provided , 
That no more than three-fifths of this 
amount, or 9 percent, shall be allowed for 
kernels which are very seriously dam¬ 
aged. No part of any tolerance shall be 
allowed to reduce, for the lot, the 75 per¬ 
cent of kernels required to meet the U. 8. 
No. 1 grade. 

Notice of proposed rule making, public 
participations therein, and delay in mak¬ 
ing this order effective later than Oc¬ 
tober 1, 1956 (see section 4 of the 
Administrative Procedure Act: 5 U. 8. C. 

(Continued on next page) 
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1001 et seq.), is impracticable, unneces¬ 
sary and contrary to the public interest 
because: (1) The marketing season for 
pecans begins October 1; and <2> it h 
necessary that all shipments of pecans 
within the marketing season be subject 
to the inspection and grading require¬ 
ments in order to promote the objectives 
of the act, 

(Sec. 6, 49 Stat. 763. as amended. 7 U. S C. 
606c) 

Dated: September 20. 1956. 

(seal) S. R. Smith. 

Director, 

Fruit and Vegetable Division. 

(P. R. Doc. 66-7711: Filed, Sept. 24, W** 
8:49 a. m.) 
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TITLE 10—ATOMIC ENERGY 

Chapter I—Atomic Energy 
Commission 

Pajtt 30— Licensing of Byproduct 
Material 

APPLICATIONS FOR SPECIFIC LICENSES; 
ELIMINATION OF REQUIREMENT FOR 610* 
NATURE UNDER OATH OR AFFIRMATION 

This amendment to Title 10, Part 30, 
Licensing of Byproduct Material, elimi¬ 
nates the requirement that applications 
for specific licenses must be signed under 
oath or affirmation. Because this 
amendment merely eliminates a present 
procedural requirement, the Atomic 
Energy Commission has found that gen¬ 
eral notice of proposed rule making and 
public procedure thereon are unneces¬ 
sary and would be contrary to the public 
Interest; and that good cause exists why 
this amendment should be made effective 
without the customary 30-day period of 
notice. 

Paragraph (C) of § 30.22 is amended 
by deleting the words “under oath or 

affirmation," 

(Sec. 161. 68 8tat. M3; 4 2 U. 8. C. 3301) 

Dated at Washington, D. C„ this 17th 
day of September 1956. 

Pbr the Atomic Energy Commission. 

K. E. Fields. 
General Manager. 

IP a Doc. 66-7688: Filed. 8«pt. 24. 1956; 
8:46 a. m] 


Part 55— -Operators’ Licenses 


APPLICATIONS FOR SPECIFIC LICENSES AND 
STATEMENTS; elimination of require- 
UXK1 FOR SIGNATURE UNDER OATH OR 

affirmation 


Thl* amendment to Title 10, Part 55. 
Operators* Licenses, eliminates the re¬ 
quirement that applications for specific 
and statements must be signed 
under oath or affirmation. Because this 
Mnendmcnt merely eliminates a present 
Procedural requirement, the Atomic 
Commission has found that gen- 
notice of proposed rule making and 
Public procedure thereon are unnecessary 
~ *ould be contrary to the public in- 
that good cause exists why 
wua amendment should be made effective 
without the customary 30-day period of 
ooilce. 

Pariisraph <d> or I 55,10 Is amended 
'deleting the words “under oath or 
Jrnnation" from the second sentence 
Paragraph (a) of { 55.33 is 
“wended by deleting the words “under 
or affirmation*' from the first 
*ntence thereof. 


:8fc - 161 - *8 8tat. 948; 42 U. S. C. 2201) 

Dated at Washington, D. C„ this 17th 
"“y or September 1956. 

Per the Atomic Energy Commission. 


K. E. Fields, 
General Manager. 

IP- E Doc. 5C 7689; Filed. Bept. 34. 1956; 
8:46 u. m.J 


TITLE 14—CIVIL AVIATION 

Chapter I—Civil Aeronautics Board 

(Reg. No. 8R-4181 

Part 40—Scheduled Interstate Air Car¬ 
rier Certification and Operation 
Rules 

Part 41—Certification and Operation 
Rules for scheduled Air Carrier 
Operations Outside Continental Lim¬ 
its of the United States 

requirements for pilot route qualifi¬ 
cations in scheduled interstate air 

CARRIER OPERATIONS AND SCHEDULED AIR 
CARRIER OPERATIONS OUTSIDE CONTINBI* 
TAL LIMITS OP UNITED STATES 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D. C. t 
on the 20th day of September 1956. 

Section 40.303 (c> of Part 40 of the 
Civil Air Regulations requires In part 
that each pilot in command make an 
entry into each regular, provisional, and 
refueling airport into which he Is sched¬ 
uled to fly. Section 41.50 of Part 41 of 
the Civil Air Regulations provides in part 
that a pilot in qualifying over a route 
shall make at least one round trip or 
two one-way trips over the route, in¬ 
cluding a familiarization flight at each 
regular, provisional, or refueling airport, 
with one of the air carrier's check pilots. 

The Board, on September 23. 1955, 
promulgated Special Civil Air Regula¬ 
tion No. SR-413 and on December 23, 
1955, promulgated Special Civil Air Reg¬ 
ulation No. 6R-414. These regulations 
permit air carriers, with the approval of 
the Administrator, to qualify their pilots 
at airports by means other than physical 
entry. SR-413 is applicable to scheduled 
air carrier operations outside the con¬ 
tinental limits of the United States, 
whereas 8R-414 is applicable to sched¬ 
uled domestic air carrier operations. 
Both SR-413 and SR-414 terminate Sep¬ 
tember 23. 1956. 

The history of these special regula¬ 
tions began with the publication of Civil 
Air Regulations Draft Release No: 55-3 
on January 20. 1955. This draft release 
was concerned with the over-all problem 
of pilot airport and route qualification. 
Therein considerable emphasis was 
placed in particular on recent develop- 
merits of motion picture panoramic views 
of airports and their environs which 
showed excellent promise of providing an 
effective means for insuring pilot airport 
qualification. The Board expressed the 
view that the regulations should be 
amended in a manner that would en¬ 
courage further research and develop¬ 
ment of the visual training aids programs 
by various commercial sources and at 
the same time provide more acceptable 
airport qualification rules for use in the 
meantime. Furthermore, the Board 
stated that it would seem appropriate 
to permit methods of airport qualification 
other than physical entry, provided that 
such alternative methods had the ap¬ 
proval of the Administrator. 

Following publication of Draft Release 
No. 55-3, the Board received petitions 
from several air carriers requesting per¬ 
mission to qualify their pilots on certain 
routes and at specified airports by means 


other than those presently required by 
15 40.303 (c) and 41.50 of Parts 40 and 
41 as appropriate, of the Civil Air Regula¬ 
tions. These air carriers based their re¬ 
quests upon, among other things, the 
consideration that each had developed 
a comprehensive training program based 
on the use of color motion pictures or 
slides showing clear daylight views of the 
complete physical layout of the airports, 
surrounding terrain, obstructions, ap¬ 
proaches to all runways, restricted areas, 
aud conspicuous reference points that 
are of value to the pilot. Furthermore, 
it appeared that certain precautionary 
procedures would be employed to assure 
that the training programs would be 
effective and the operations would be 
conducted safely. 

The Board considered that the pro¬ 
grams developed by these air carriers 
would provide a timely opportunity for 
evaluating the use of pictorial means of 
airport and route qualification by indus¬ 
try and the Government, and that a 
Special Civil Air Regulation was the ap¬ 
propriate vehicle for permitting the 
controlled introduction of the new tech¬ 
niques. Accordingly, the Board promul¬ 
gated SR-413 for air carriers conducting 
operations pursuant to Part 41 and SR- 
414 for those air carriers conducting 
their operations under Part 40. The 
Board made clear, however, that nothing 
in SR-413 and SR-414 was to be con¬ 
strued to prejudice final action by the 
Board on the proposals presented orig¬ 
inally in Draft Release No. 55-3. 

In view of the fact that Special Civil 
Air Regulations Nos. SRr~413 and SR-414. 
will terminate on September 23,1956. the 
Board, on June 15, 1956, requested the 
views of the Civil Aeronautics Adminis¬ 
tration (CAA), the Air Transport Asso¬ 
ciation (ATA), and the Air Line Pilots 
Association (ALPA) with respect to the 
effectiveness of SR-413 and SR-414 and 
asked for any recommendations 
they might have concerning these special 
regulations. 

In consideration of an evaluation made 
of the views and recommendations re¬ 
ceived from the CAA, ALPA. and ATA. 
the Board believed that the controlled 
introduction of new techniques of pilot 
airport qualification should be permit¬ 
ted to continue for another year. This 
would enable industry and the Govern¬ 
ment alike to obtain additional informa¬ 
tion and experience with respect to im¬ 
proving pilot airport qualifications and 
procedures. 

Accordingly, the Bureau of Safety 
Regulation circulated Civil Air Regula¬ 
tions Draft Release No. 56-21 on August 
13. 1956 (21 F. R. 6278). In this release 
the Bureau proposed to combine the 
authority presently contained in SR-413 
and SR-414 into one Special Civil Air 
Regulation, the provisions of which 
would be uniformly applicable to Parts 
40 and 41 air carriers desiring to employ 
means of pilot airport qualification other 
than those presentlyrequiredby 
IS 40.303 (c) and 41.50 of Parts 40 and 41, 
respectively. The substance of the pro¬ 
posal was essentially the same as that 
contained In SR-413. with certain modi¬ 
fications and additions. This action w’ns 
taken In cognizance of the Board’s policy 
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that the same standards should be ap¬ 
plied to scheduled International and do¬ 
mestic operations, except where the 
inherent differences in the types of oper¬ 
ations require differentiation. 

In Draft Release 56-21 it was proposed 
that a pilot should be permitted to make 
an initial entry at an airport under day 
VFR without being accompanied by a 
pilot qualified at the airport only when 
such entry had the approval of the Ad¬ 
ministrator. The Board is of the opinion 
after evaluation of the comment received 
in response to this proposal and other in¬ 
formation that such a procedure would 
be administratively burdensome. Fur¬ 
thermore. such a procedure appears to be 
unnecessary in view of assurance given 
the Board that VFR mini mums, both day 
and night, established by the Adminis¬ 
trator for airports used by air carriers, 
including those minim urns established 
for airports located In mountainous 
areas, are sufficiently high to permit a 
pilot to make a safe initial entry under 
VFR weather conditions unaccompanied 
by a pilot qualified at the particular air¬ 
port involved. Accordingly, this regua- 
tlon permits a qualifying pilot to make 
his initial entry without being accom¬ 
panied by a pilot qualified at the airport 
when such entry is made under VFR 
weather conditions. This procedure 1s 
essentially the same as that authorized 
in Part 41 and SR-413. 

It was further proposed to clarify the 
meaning of the words “other means*' 
which the record showed had had sig¬ 
nificance only in two respects: (1) To 
permit pilot airport qualification by ap¬ 
proved pictorial means and <2> to au¬ 
thorize the Administrator to find, on 
the basis of certain factors, that in the 
conduct of an air carrier’s operations 
Into an airport in close proximity to one 
at which the pilots arc qualified, that the 
pilots Involved are adequately qualified 
at the new airport even though they have 
not made an actual entry. Therefore, in 
this special regulation, the words “other 
means** are omitted and the two afore¬ 
mentioned situations are clearly spelled 
out as those to be covered by this 
regulation. 

Various interested persons submitted 
additional suggestions for further re¬ 
vision of the special regulations or final 
amendment of 5 40.303 (c). The Board 
is of the opinion, however, that an addi¬ 
tional experimental period, particularly 
with respect to the use of pictorial means 
of airport qualification, would be in the 
public interest. It is believed that final 
amendments of Parts 40 and 41 or addi¬ 
tional changes to the special regulations 
at this time would be premature. 

It should be clearly understood that 
this temporary regulation will not re¬ 
lieve any air carrier of the responsibility 
of showing that each pilot in command 
is thoroughly qualified for the routes 
and airports which he is scheduled to 
serve. Furthermore, nothing in this reg¬ 
ulation should be construed to prejudice 
final action by the Board on the proposals 
presented in Draft Release No. 55-3. 

Interested persons have been afforded 
an opportunity to participate in the mak¬ 
ing of this regulation, and due considera¬ 
tion has been given to all relevant matter 


presented. Since it would not be in tho 
public interest to permit existing author¬ 
ity to lapse for 30 days, and since this 
regulation is permissive and imposes no 
burden on any person, the Board finds 
that good cause exists for making this 
regulation effective on less than 30 days' 
notice. 

In consideration of the foregoing, the 
Civil Aeronautics Board hereby makes 
and promulgates the following Special 
Civil Air Regulation, effective September 
24. 1956: 

Contrary provisions of Parts 40 and 41 of 
the Civil Air Regulations notwithstanding, 
an air carrier conducting scheduled Interstate 
operations or scheduled operations outside 
the continental limits of the United States 
may. subject to the approval of the Adminis¬ 
trator. comply with the following provisions 
In Ueu of tho applicable provisions of 
If 40 303 and 41.50: 

(a) The air carrier shall be responsible 
that each pilot in command is thoroughly 
qualified for the route over which he is to 
fly aircraft In scheduled air transportation 
as a pilot In command. An air carrier shall 
not utilize a pilot as pilot In command until 
he has been qualified for tho route on which 
he is to serve st least in accordance with 
paragraphs (b). <c). (d>, and (o) of this 
regulation and the appropriate Instructor or 
check pilot has so certified. 

(b) Each such pilot shall demonstrate 
Adequate knowledge concerning the sub- 
Jecta listed below with respect to the route 
to be flown. Those portions of the demon¬ 
stration pertaining to holding procedures 
and Instrument approach procedures may 
be accomplished In a synthetic trainer which 
contains the radio equipment and Instru¬ 
ments necessary to simulate the naviga¬ 
tional and letdown procedures approved 
for use by the air carrier: 

(1) Weather characteristics. 

(2) Navigational facilities. 

13) Communication procedures, 

(4) Type of en route terrain and obstruc¬ 
tion hazards, 

. (5) Minimum safe flight levels. 

(6) Position reporting points, 

(7) Holding procedures. 

(8) Pertinent traffic control procedures, 
and 

(9) Congested areas, obstructions, physi¬ 
cal layout, and all Instrument approach 
procedures for each regular, provisional, and 
refueling airport approved for the route. 

(c) Each such pilot fhall make an entry 
as a member of the flight crew at each 
regular, provisional, and refueling airport 
into which he Is scheduled to fly. Such 
entry shall Include a landing and take-off. 
The qualifying pilot shall occupy a seat In 
the pilot compartment. He shall be ac¬ 
companied by a pilot who is qualified at the 
airport. 

(d) Such pilot shall not be required to 
meet the entry requirements of paragraph 
(c) of this regulation when: 

<i) The initial entry is made under VFR 
weather conditions at the particular airport 
involved; or 

(2) The air carrier shows that the pilot 
airport qualifications can bo accomplished 
by an approved pictorial means; or 

(3) The air carrier notifies the Adminis¬ 
trator that It Intends to conduct operations 
at an airport In close proximity to an air¬ 
port Into which tho pilots involved are pres¬ 
ently qualified by entry, and the Adminis¬ 
trator finds that such pilots are adequately 
qualified at the new airport. Tho Adminis¬ 
trator. in making such finding, shall toko 
Into consideration at least tho familiarity 
of tho pilots with tho layout, surrounding 
terrain, location of obstacles, and Instru¬ 
ment approach and traffic control procedures 
at tho new airport. 


(e) On routes on which navigation mud 
be accomplished by pilotage and on which 
flight Is to be conducted at or below th# 
level of the adjacent terrain which U within 
a horizontal distance of 25 miles on e:tbtr 
aide of the center line of tho route to be 
flown, tho pilot shall be familiarized with 
such route by not less than two one-way 
trips as pilot or additional member of the 
crew over the route under VFR weather con. 
dltlons to permit the qualifying pilot to ob¬ 
serve terrain along the route, 

This regulation supersedes Special 
Civil Air Regulations Nos. SR-413 and 
SR-414 and shall terminate September 
23, 1957, unless sooner superseded or re¬ 
scinded by the Board. 

(See. 205. 52 8tat. 084 ; 49 U. 8. C. 425. In¬ 
terpret or apply secs. 801, 004. 52 StAt. 1007, 
1010, as amended; 49 U. 8. C. 551. 554) 

By the Civil Aeronautics Board. 

[seal] M. C. Mullica?*. 

Secretary. 

JF. R. Doc, 58-7712; Filed. Sept. 24, 1954. 

8:50 a. m ) 


TITLE 15—COMMERCE AND 
FOREIGN TRADE 

Chapter III—Bureau of Foreign Com* 
merce. Department of Commerce 

Svbchoplsr 8—Export Regulation! 

{8th Gen. Rev. of Export Regs.. Arndt. 11] 
Part 371 —General Licenses 

SURPLUS AGRICULTURAL COMMODITIES AND 
MANUFACTURES THEREOF; CONTRACTS Of 
SALE 

Section 371.8 General License GRO; 
shipments of non-Positive List commodi¬ 
ties , paragraph (c) Surplus agricultural 
commodities and manufactures thereof} 
subparagraph (1) Contracts of sale is 
excess of $10,000 is amended to read as 
follows: 

fl) Contracts of sale amounting to 
$10,000 or more, (i) Prior to or at the 
time of entering into a contract to sell for 
export or otherw ise dispose of for expor- 
tation to other than Group 0 countries: 

(a) Any commodity obtained directly 
or indirectly from the Commodity Credit 
Corporation, either in the form acquired 
or in processed form; 

<b) Any commodity being sold in sub¬ 
stitution for a commodity acquired from 
the CCC under an export disposal pro¬ 
gram ; or 

<c) Any commodity which is sub¬ 
sidized for export by the CCC. either by 
cash payment or payment in kind; 

(ii) An exporter shall, where the con¬ 
tract Is entered into prior to exportation 
of tho commodity under this general 
license, either in the contract of sale or 
In connection therewith, obtain from the 
foreign purchaser, where the contract 
amounts to $10,000 or more, a written 
acknowledgment of the purchaser’s un¬ 
derstanding of (a) the prohibition with¬ 
out prior BFC approval against expor¬ 
tation or reexportation by any person set 
forth in this section and in § 371.4. of 
any such commodities, to Macao, Hong 


»Thla procedure U aUo applicable to 
shipments under General License Glut 
(1371.23). 
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Kong and destinations in Subgroup A 
< 5 tc {371.3) and (6) the sanction of 
denial of export privileges which may 
be imposed for violation of the export 
regulations. Where a contract of sale 
Involving $10,000 or more is not to be 
entered into until after exportation 
under this general license, the exporter 
shall, either in the contract of sale or in 
connection therewith, obtain the same 
type of acknowledgment from the foreign 
purchaser prior to. or at the time of en¬ 
tering into the contract of sale. 

(iii) Exporters who have a continuing 
and regular relationship with a foreign 
purchaser may obtain a blanket ac¬ 
knowledgment from such purchaser cov¬ 
ering all transactions Involving surplus 
igricuitural commodities and manufac¬ 
tures thereof purchased from CCC or 
suhMdlred for export by that agency. 

The effective date of Amendment 9 (21 
P. R. 6952) of September 19. 1956 is 
amended to read October 1, 1956. 


(No effective date on this amendment.) 

(8ec. 8. 63 Suit. 7. m amended: 50 U. 6. O. 
App. 2023. E O. 9630, 10 P. R. 12245, 3 CFR, 
1945 Supp.. E O. 9919. 13 F. R. 59. S CFR. 
1948 Supp.) 

Losing K. Macy, Director , 
Bureau of Foreign Commerce. 

|F. R. Doc. 66-7700; Filed. Sept. 24. 1956: 
8:47 a. m.] 


(8th Gen. Rev. of Export Rcgx.. Arndt. P. L. 4] 

Part 399— Positive List op Commodities 
and Related Matters 

MISCELLANEOUS AMENDMENTS 

Section 399.1 Appendix A —Posttire 
List of Commodities is amended in the 
following particulars: 

1. The following commodities are 
added to the Positive List: 


D»pt «rf 



Processing 

GLV 


Coca* 



codr and 

dollar 

Validated 

toerre 

Cfluinwltty 

Unit 

related com¬ 

value 

license re¬ 

fetwdab 


modity troop 

limits 

quired 

BN*. 







| 

1 

1 

I 

& 





•ow to 

tiamliid T raih. uacd (one rtO pounds per yard) 

8. ton 

STEF. 

too 

RO (BG) 


(report Ifltey fill rail* In 60.1300). 1 


8TRE 


RO (BG) 

mi to 

Carbon steel rails, u«cd, exevot fttamlnrd T rails 

8. ton 

too 


(report relaying rails In 6063DQ!),* 


BTB8 


RO (BG) 

CVLVUO 

R* lay in,* rails (report recoil to* rails In 501170, rail 

•crap to 601000).! 

8. ton 

"1 


1 Tills Commodity may bo exported ondrr General License GLV only within the Dollar-value limit B|irtdfVed on 
'»• fctlrlv* Llat (aee ft *71 10(e) of this mhchupter). In addition, the letter M B” t« added In the column headed 
••Cenuur.dlty Llatfl." todJeallmt that the commodity It subject to DL restrict km* (are 1*74.2 of thir «nhrhar>ter>, 
-ad a exempt from the Time Limit Ikenslmr procedure («ea Tart 377 of thto subchaptrr), effective October 2S 19^6 


2 The revised entries set forth below are substituted for entries presently on the 

Festive Lift: 


ItoM* 



Processing 

GLV 


CftOi 



code and 

dollar 

Validated 

toerc* 

Commodity 

Unit 

related com¬ 

value 

license re¬ 

B No. 


modity group 

limits 

quired 

cinoro ! 
410170 | 

Reroll to* rails (report relay toy rails In 40&MO) 

8. ton 

BTRE 

100 

RO (ABO) 

Other rrrolling material ... . . 

8 ton 

8TF-E 

Ion 

KO (AG) 


» ra > rn!rt«n are notatltutM tor the dncle entry presently on the Positive Ltot under Schedule B No. <81198. 
taadrlUtMi, tb* Jett rt ,, B M is added to the first entry In the column headed "f omroeduy LtouC* indicating tbat tha 
ram toed ity is subject to IlL rfstrlctloo* (§ee ft 374.3 of thi« xubchapter). and la exempt from the Time Ltmll Ikeuftng 
pfoodnre (aea Part 377 of thla subchapter), affective October 35. 1M6. 


This amendment shall become effec¬ 
tive aa of September 25. 1956. unless 
otherwise indicated In the footnotes. 

Shipments of any commodities re¬ 
moved from general license to Country 
Group R and Country Group O destina¬ 
tions as a result of changes set forth in 
tWs amendment which were on dock for 
uuuni,'. on lighter, laden aboard an ex- 
Poning carrier, or in transit to a port of 
**Ji pursuant to actual orders for export 
Prior to 12:01 a. m.. September 25. 1956, 
“tay be exported under the previous gen- 
Wlcente provisions up to and includ- 
October 25.1956. Any such shipment 
not .aden aboard the exporting carrier 
*** orc October 25. 1956, requires a 
validated license for export. 

I?** *L? 8ut * 7 - ai amended: 50 U. 8. C. 
v£ P . 1°*** O. 9630. 10 F. R. 12245, 3 CFR. 

ms ft;; *• °- B918 - 13 p - B »• 3 


Losing K. Macy, 
Director, 

Bureau of Foreign Commerce . 

J p R. Doc. 56-7742; Fl!e<l, 8ept. 24. 1956; 
8:52 a. m.J 


TITLE 16—COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 

(Docket 6538| 

Part 13— Digest or Cease and Desist 
Orders 

STONE A STONE. INC., EX AL. 

Subpart— Invoicing products falsely: 
fi 13.1108 Invoicing products falsely: Fur 
Products Labeling Act. Subpart—Afls- 
branding or mislabeling: f 13.1255 Manu - 
facture or preparation: Fur Products 
Labeling Act. 1 Subpart— NeglectiTig, un¬ 
fairly or deceptively . to make material 
disclosure: f 13.1852 Formal regulatory 
and statutory requirements: Fur Prod¬ 
ucts Labeling Act; i 13.1865 Manufacture 
or preparation: Fur Products Labeling 
Act. 1 

(Sec. 6. 38 SUt. 721; 15 U. 8. C. 46. Interpret 
or apply arc. 5. 38 Stat. 719, aa amended; 
•ec. 8. 66 6tat. 179; 16 U. 8. C. 46. 691) 


•New. 


[Cc&tc and dealst order, 8tone A Stone. Inc., 
•t al.. New York* N. Y„ Docket 6538. Septem¬ 
ber 7.1956) 

In the Matter of Stone & Stone, Inc., a 
Corporation; and Max Stone, Individu¬ 
ally and as President and Treasurer of 
Said Corporation; and Jerome Mag¬ 
nus, Individually and os Production 
Manager for Said Corporation 

This proceeding was heard by a hear¬ 
ing examiner on the complaint of the 
Commission—charging a New' York City 
furrier with violating the Fur Products 
Labeling Act through failing to disclose 
on labels showing the name of the fur 
the fact that the particular fur product 
was dyed, failing to label certain fur 
products as required by the act. and in¬ 
voicing certain products falsely to show 
the fur composing them as natural when 
Its was artificially colored—and an 
agreement between counsel containing 
a consent order. 

On this basis, the hearing examiner 
made his initial decision and order to 
cease and desist which became on Sep¬ 
tember 7 the decision of the Commission. 

The order to cease and desist is as 
follows: 

It is ordered , That Respondents Stone 
k Stone, Inc., a corporation, and Its offi¬ 
cers: and Max Stone, individually and 
as President and Treasurer of aald cor¬ 
poration; and Jerome Magnus, individ¬ 
ually and as Production Manager for 
said corporation; and their representa¬ 
tives, agents and employees, directly or 
through any corporate or other device, 
in connection with the introduction into 
commerce, or the sale, advertising, or 
offering for sale in commerce, or tho 
transportation or distribution in com¬ 
merce, of any fur product, or in connec¬ 
tion with the sale, advertising, offering 
for sale, transportation, or distribution 
of any fur product which is made Jn 
whole or in part of fur which has been 
shipped and received in commerce, as 
"commerce**, "fur" and "fur product" 
are defined in the Fur Products Labeling 
Act. do forthwith cease and desist from: 

A. Misbranding fur products by failing 
to affix labels to such fur products show¬ 
ing: 

(a) The name or names of the animal 
or animals producing the fur or furs 
contained in the fur products as set forth 
in the Fur Products Name Ouide and as 
prescribed under the rules and regula¬ 
tions; 

(b) That the fur product contains or is 
composed of used fur, when such is a 
fact; 

(c) That the fur product contains or 
is composed of bleached, dyed or other¬ 
wise artificially colored fur, when such 
Is a fact; 

(d) That the fur product is composed 
in whole or in substantial part of paws, 
tails, bellies, or waste fur, when such is 
a fact; 

(e) The name, or other identification 
Issued and registered by the Commission, 
of one or more persons who manufac¬ 
tured such fur product for introduction 
into commerce, introduced it into com¬ 
merce, sold it in commerce, advertised 
or offered it for sale In commerce, or 
transported or distributed it in com¬ 
merce; 
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(f) The name of the country of origin 
of any imported furs used in the fur 
product; 

B. Falsely or deceptively invoicing fur 
products by failing to furnish invoices 
to purchasers of fur products showing: 

<a) The name or names of the animal 
or animals producing the fur or furs con* 
talned in the fur product, as set forth 
in the Fur Products Name Guide and as 
prescribed under the rules and regula¬ 
tions; 

(b> That the fur product contains or 
is composed of used fur, when such is 
a fact: 

(c) That the fur product contains or 
is composed of bleached, dyed or other¬ 
wise artiflcally colored fur. when such is 
a fact; 

<d> That the fur product is composed 
in whole or in substantial part of paws, 
tails, bellies, or waste fur. when such is 
a fact; 

<e> The name and address of the per¬ 
son issuing such invoice; 

(f) The name of the country or origin 
of any imported furs contained in a fur 
product; 

C. Falsely and deceptively invoicing 
fur products as being made of “natural" 
furs when they are in fact bleached, 
dyed, or otherwise artificially colored. 

By "Decision of the Commission", re¬ 
port of compliance was required as 
follows: 

It is ordered, That respondents Stone 
L Stone. Inc., a corporation; and Max 
Stone. Individually and as President and 
Treasurer of said corporation; and 
Jerome Magnus, individually and as 
Production Manager for said corpora¬ 
tion. shall, within sixty (60) days after 
service upon them of this order, file with 
the Commission a report in writing set¬ 
ting forth in detail the manner and 
form in which they have complied with 
the order to cease and desist. 

Issued: September 7, 1956. 

By the Commission. 

isEALl Robert M. Parrish, 

Secretary . 

IF. R. Doc. 68-7705; Filed. Sept. 24, 1956; 

8:48 a. m ] 


fDocket 6439] 

Part 13— Digest or Cease and Desist 
Orders 

EVANS FUR CO. ET AL. 

Subpart —Advertising falsely or mis- 
leadingly: 8 13.15 Business status, ad¬ 
vantages, or connections: Producer 
status of dealer or seller: Manufacturer; 
8 13.90 History of product or offering; 
8 13.130 Manufacture or preparation: 
Fur Products Labeling Act; 1 813.155 
Prices: Comparative; exaggerated as 
regular and customary; * 13.205 Scien¬ 
tific or other relevant facts; § 13.235 
Source or origin: Place: Foreign, in gen¬ 
eral; 8 13.280 Unique nature or advan¬ 
tages; 8 13.285 Value . Subpart— Invoic¬ 
ing products falsely: 8 13.1108 Invoicing 
products falsely: Fur Products Labeling 


* New. 


Act. Subpart— Misbranding or mislabel¬ 
ing: 8 13.1212 Formal regulatory and 
statutory requirements: Fur Products 
Labeling Act. Subpart— Neglecting, un¬ 
fairly or deceptively, to make material 
disclosure: 8 13.1852 Formal regulatory 
and statutory requirements: Fur 
Products Labeling Act; 8 13.1880 Old, 
used, reclaimed, or reused as unused or 
new: Fur Products Labeling Act; 
§ 13.1900 Source or origin: Fur Products 
Labeling Act: Maker or seller, etc . 

(Sec. 6. 38 Stat. 721; 15 U. S. C. 46. Interpret 
or apply sec. 5. 38 Stat, 719. fui amended; »ec. 
8. 65 Stat. 179; 15 U. 8. C. 45. 69f) |Ceiu* and 
desist order. Evans Fur Company ©t ul. Chi¬ 
cago. Ill.. Docket 6439. September 8. 19561 

In the Matter of Kvans Fur Company, 
a Corporation, Evans Apparel Com¬ 
pany, a Corporation, and Abraham L. 
Meltzer, Herman H. Meltzer, and 
Minerva M . Meltzer, Individually and 
as Officers of Said Corporations 

This proceeding was heard by a hear¬ 
ing examiner on the complaint of the 
Commission—charging two Chicago cor¬ 
porate furriers and their common offi¬ 
cers with violating the Fur Products 
Labelling Act. through labeling fur pro¬ 
ducts falsely, failing to label them with 
the information required by the act. 
Invoicing them deceptively, and false 
advertising in newspapers and by radio 
and television, as set forth in detail in 
the order below—and an agreement for 
a consent order. 

On this basis, the hearing examiner 
made his initial decision and order to 
cease and desist which by order of Sep¬ 
tember 7 became on September 8 the de¬ 
cision of the Commission. 

The order to cease and desist is as 
follows: 

It is ordered. That respondents Evans 
Fur Company, a corporation, and Evans 
Apparel Company, a corporation, and 
their officers, and Abraham L. Meltzer, 
and Herman H. Meltzer. individually and 
as officers of said corporations, and re¬ 
spondents' representatives, agents and 
employees, directly or through any cor¬ 
porate or other device, in connection 
with the introduction into commerce, or 
the sale, advertising, or offering for sale 
in commerce, or the transportation or 
distribution in commerce, of any fur 
product, or in connection with the sale, 
advertising, offering for sale, transporta¬ 
tion or distribution of any fur product 
which Is made in whole or In part of fur 
which has been shipped and received in 
commerce, as “commerce", ' fur" and 
“fur product" are defined in the Fur 
Products Labeling Act, do forthwith 
cease and desist from: 

A. Misbranding fur products by: 

1. Falsely or deceptively labeling or 
otherwise identifying any such product 
os to the name or names of the animal 
or animals that produced the fur from 
which such product was manufactured. 

2. Failing to affix labels to fur products 
show'ing: 

(a) The name or names of the animal 
or animals producing the fur or furs con¬ 
tained in the fur product as set forth 
in the Fur Products Name Guide and 
as prescribed under the rules and regu¬ 
lations; 


(b) That the fur product contains or 
Is composed of bleached, dyed or other¬ 
wise artificially colored fur, when such 
is a fact; 

(c) That the fur product is composed 
In whole or in substantial part of pawi, 
tails or flanks, when such is a fact; 

(d) The name, or other identification 
Issued and registered by the Commis¬ 
sion, of one or more persons who manu¬ 
factured such fur product for introduc¬ 
tion into commerce, introduced it Into 
commerce, sold it in commerce, adver¬ 
tised or offered it for sale in commerce, 
or transported or distributed it in com¬ 
merce; 

(e) The name of the country of origin 
of any imported furs used in the fur 
product. 

3. Setting forth, on labels attached to 
fur products, the name or names of any 
animal or animals other than the name 
or names provided for in paragraph A 
(2) (a) above. 

4. Setting forth on labels attached to 
fur products: 

(a) Required information in abbrevi¬ 
ated form; 

<b> Non-roqulred information min¬ 
gled with required information; 

(c) Required information in hand¬ 
writing; 

- (d) Required information In a se¬ 
quence different from that required by 
Rule 30 (a) of the rules and regulations 
(8 301.30 (a)). 

5. Failure to show on labels attached 
to fur products: An item number or 
mark assigned to fur products in viola¬ 
tion of Rule 40 (a) of the rules and reg¬ 
ulations (5 301.40 (a)). 

6. Failure to affix labels in a conspic¬ 
uous place on fur products in violation 
of Rule 27 of the rules and regulations 
(8 301.27). 

B. Falsely or deceptively invoicing fur 
products by: 

1. Failing to furnish invoices to pur¬ 
chasers of fur products showing: 

(a) The name or names of the antmAl 
or animals producing the fur or furs 
contained in the fur product as set forth 
in the Fur Products Name Guide and os 
prescribed under the rules and regula¬ 
tions; 

(b) That the fur product contains or 
is composed of bleached, dyed, or artlll- 
cially colored fur, when such is a fact; 

(c) That the fur product is composed 
In whole or In substantial part of paws, 
tails or flanks, when such is a fact; 

(d) The name and address of the per¬ 
son issuing such Invoices; 

<e) The name of the country of origin 
of any imported furs contained in the 
fur product. 

2. Setting forth required information 
in abbreviated form. 

C. Falsely or deceptively advertising 
fur products, through the use of any ad¬ 
vertisement. representation, public an¬ 
nouncement or notice which is intended 
to aid. promote or assist, directly or indi¬ 
rectly. in the sale or offering for sale o: 
fur products, and which: 

1. Fails to disclose: 

(a) The name or names of the animal 
or animals producing the fur or furs con* 
tained in the fur products as set forth iff 
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lh« Fur Products Name Guide and as 
prescribed under the Rules and Regula- 

tlous; 

(b> That the fur products contain or 
we composed of bleached, dyed, or other¬ 
wise artificially colored fur, when such 

is a fact; 

(c» The name of the country of origin 
of imported furs contained in fur prod¬ 
ucts or the statement permitted by Rule 
33 <b» of the regulations (9 301.38*<b)) 

11 applicable. 

2. Makes use of comparative prices or 
percentage saving claims unless such 
compared prices or claims are based upon 
the current market value of the fur 
product or upon a bona fide compared 
price at a designated time, 

3. Represents directly or by Implica¬ 
tion: <a> That respondents* regular price 
of any fur product is any amount which 
ts in excess of the price at which the rc- 
ipondents have regularly or customarily 
joki or offered for sale in good faith fur 
products of like grade and quality in the 
recent regular course of their business; 

(b) That fur products are of a certain 
value or quality unless such representa¬ 
tions or claims are true in fact; 

<c) That any such product is of a 
higher grade, quality, or value than is the 
fact, by means of illustrations or depic¬ 
tions of higher priced or more valuable 
products than those actually available 
for tale at the advertised selling price; 

That any of such products are: 

1 . Manufactured by respondents w hen 
in truth and In fact said fur products arc 
not so manufactured; 

2. Unique or otherwise unavailable to 
purchasers when in truth and in fact 
similar fur products of like grade and 
quality can be purchased from reputable 
retail outlets; 

3 Composed of furs from pedigreed 
•nimaia when in truth and in fact such 
claims and representations are untrue 

and false; 

That fur products are not being 
carried over fropi season to season when 
m truth and in fact such claims and 
representations are untrue and false. 

ff is further ordered, That the com¬ 
plaint as to respondent Minerva M. Mclt- 
rer Individually and as an officer of 
respondents Evans Fur Company and 
wns Apparel Company, be and hereby 
« dismissed. 

By Decision of the Commission", etc., 
follows °* compIiancc was required as 


'pill? or faed t That respondents Evai 
^urcompony, a corporation, Evans A] 
wrei Company, a corporation. Abralrn 
<< hT » r ‘ and Kerman H. Meltzer, 11 
* iduuny and as officers of said corpon 
vHhin sixty (60) days aft 
wire upon them of this order, file wit 
, ®? ,5&ion a re P° rt tn writing se 
in n dctad the manner and for 

omI* have complied with U 

ovcer to cease and desist. 

ksued: September 7,1956. 

By the Commission. 

!«al] Robert M. Parrish. 

_ Secretary . 

« Doc. 56-77C0; Filed, 8ept. 7. 105 
8:4a a. m.J 


TITLE 26—INTERNAL REVENUE, 
1954 

Chapter I—Internal Revenue Service, 
Department of the Treasury 
Swbchoptor A—fruorri* Tox 

|T. D. 6203J 

Part I— Income Tax ; Taxable Years 

Beginning After December 31,1953 

PENSION, PROFIT SKARINO, STOCK BONUS 
AND ANNUITY PLANS 

On September 1, 1955, notice of pro¬ 
posed rule making regarding the regula¬ 
tions under sections 401 to 404, in¬ 
clusive, of the Internal Revenue Code of 
1954, was published in the Federal 
Register (20 P. R. 6455). After con¬ 
sideration of all such relevant matter 
as was presented by interested persons 
regarding the rules proposed, such regu¬ 
lations arc hereby prescribed subject to 
the following changes. Such regulations 
are applicable for taxable years begin¬ 
ning after December 31, 1953, and end¬ 
ing after August 16, 1954, except where 
otherwise provided. 

Paragraph 1. Section 1.401 is changed 
by striking the word “excluded" from the 
first sentence of section 401 (a) <5) and 
inserting In lieu thereof the word “ex¬ 
cludes”. 

Par. 2. Section 1.401-1 is changed in 
the following respects: 

(A) By striking the word “share" from 
paragraph (a) ( 2 ) <ii> and from the 
second sentence of paragraph (a) ( 2 ) 
(ill) thereof and Inserting :.i lieu thereof 
in both places the word '‘participate’*. 

(B) By inserting at the end of para¬ 
graph <b) <1> <i> the following: ”A pen¬ 
sion plan may provide for the payment 
of a pension due to disability and may 
also provide for the payment of inci¬ 
dental death benefits through insurance 
or otherwise. However, a plan is not a 
pension plan if it provides for the pay¬ 
ment of benefits not customarily in¬ 
cluded in a pension plan such as layoff 
benefits or benefits for sickness, accident, 
hospitalization, or medical expenses." 

(C) By inserting in the second sen¬ 
tence of paragraph (b) ( 1 ) ( 11 ) thereof 
the word “layoff," immediately before 
the w ord “illness". 

<D> By inserting at the end of para¬ 
graph <b> ( 1 ) <li> thereof the following: 
"A profit-sharing plan within the mean¬ 
ing of section 401 is primarily a plan of 
deferred compensation, but the amounts 
allocated to the account of a participant 
may be used to provide for him or his 
family Incidental life or accident or 
health insurance." 

(E) By striking subdivision <iv> from 
paragraph (b) ( 1 ) thereof and redesig¬ 
nating subdivision (v> as (iv>. 

(F) By inserting after the fourth sen¬ 
tence of paragraph <b) ( 2 ) thereof the 
following: “In the case of a profit-shar¬ 
ing plan, it is not necessary that the em¬ 
ployer contribute every year or that he 
contribute the same amount or contri¬ 
bute in accordance with the same ratio 
every year. However, merely making a 
single or occasional contribution out of 
profits for employees does not establish 
a plan of profit sharing. To be a profit¬ 


sharing plan, there must be recurring 
and substantial contributions out of 
profits for the employees." 

(O) By revising the eighth sentence 
of paragraph (b) (3) thereof to read as 
follows: “The law is concerned not only 
with the form of a plan but also with its 
effects in operation." 

(Hi By revising paragraph (b) (5) 
( 11 ) thereof to read as follows: 

<ii) Where the trust funds are invest¬ 
ed in stock or securities of. or loaned to. 
the employer or other person described 
in section 503 (c), full disclosure must be 
made of the reasons for such arrange¬ 
ment and the conditions under which 
such Investments are made In order that 
a determination may be made whether 
the trust serves any purpose other than 
constituting part of a plan for the ex¬ 
clusive benefit of employees. The trustee 
shall report any of such Investments on 
the return which under section 6033 it 
Is required to file and shall with respect 
to any such Investment furnish the in¬ 
formation required by such return. See 
9 1.6033-1. 

<I) By revising paragraph <d) thereof 
to read as follows: 

(d) Plan of several employers. A 
trust forming part of a plan of several 
employers for their employees will be 
qualified if all the requirements are 
otherwise satisfied. 

(J) By revising paragraph <e> thereof 
to read as follows: 

<e) Returns. A trust which qualifies 
under section 401 (a) and which is ex¬ 
empt under section 501 (a) must file a 
return in accordance with section 6033 
and the regulations thereunder. See 
9 1.6033-1. In case such a trust realizes 
any unrelated business taxable income, 
as defined in section 512, such trust is 
also required to file a return with respect 
to such income. See 9 1.6012-2, 

Par. 3. Section 1.401-3 is changed in 
the following respects: 

(A) By redesignating paragraphs (c>, 
(d>, (e). and (f) thereof as paragraphs 
(d>, (e). <f>, and (g) respectively, and 
by Inserting the following new paragraph 
(c) immediately after paragraph (b) 
thereof: 

(c) Since, for the purpose of section 
401, a profit-sharing plan is a plan which 
provides for distributing the funds ac¬ 
cumulated under the plan after a fixed 
number of years, the attainment of a 
stated age, or upon the prior occurrence 
of some event such as illness, disability, 
retirement, death, layoff, or severance 
of employment, employees who receive 
the amounts allocated to their accounts 
before the expiration of such a period 
of time or the occurrence of such a con¬ 
tingency shall not be considered covered 
by a profit-sharing plan in determining 
whether the plan meets the coverage re¬ 
quirements of section 401 (a) (3) (A) 
and <B). Thus, in case a plan permits 
employees to receive immediately the 
amounts allocated to their accounts, or 
to have such amounts paid to a profit- 
sharing plan for them, the employees 
who receive the shares immediately shall 
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i 

not. for the purpose of section 401, be 
considered covered by a profit-sharing 
plan. 

<B) By Inserting Immediately before 
the period in the second sentence of 
paragraph (e) (2) thereof the follow¬ 
ing: “and the Social Security Amend¬ 
ments of 1956“. 

(C) By striking “1955“ from the third 
sentence of paragraph (c) (2) thereof 
and inserting in lieu thereof “1956“, 

(D) By revising paragraph (e) (2) 
(vi) thereof to read as follows: 

<vi) Benefits payable in case of re¬ 
tirement or severance of employment 
before normal retirement age cannot 
exceed the actuarial equivalent of that 
proportion of the maximum normal re¬ 
tirement benefits, which might be pro¬ 
vided in accordance with subdivisions 
<i) through (v) of this subparagraph, 
earned to the date of actual retirement 
or severance, where such proportion is 
determined by the ratio that the actual 
number of years of service of the em¬ 
ployee at retirement or severance bears 
to the total number of years of service 
he would have had if he had remained 
in service until normal retirement age. 

(E) By revising the phrase "benefits 
on contributions" in the second sentence 
of the flush material in paragraph <e> 
<2> thereof to read “benefits or contri¬ 
butions". 

<F) By inserting immediately after 
the second sentence of the flush mate¬ 
rial in paragraph (e> (2) thereof the 
following: “In the case of a profit-shar¬ 
ing or stock bonus plan which Is limited 
to employees whose compensation is in 
excess of a stated level, or which bases 
contributions on compensation in excess 
of a stated level, similar principles will 
govern in determining whether the plan 
is discriminatory, provided that the em¬ 
ployer does not also have in existence a 
pension or annuity plan which is Inte¬ 
grated with old-age and survivor insur¬ 
ance benefits and which provides for 
employer contributions or benefits based 
upon all or part of the same compensa¬ 
tion considered under the profit-sharing 
or stock bonus plan." 

Par. 4. Section 1.401-4 is changed in 
the following respects: 

<A) Subdivision ili) of paragraph (a) 
(1) thereof is redesignated Oil), and the 
following new subdivision (ii) is inserted 
Immediately after paragraph (a) (1) 
(i) thereof: 

(ii) Since, for the purpose of section 
401, a profit-sharing plan is a plan 
which provides for distributing the 
funds accumulated under the plan after 
a fixed number of years, the attainment 
of a stated age. or upon the prior occur¬ 
rence of some event such as illness, dis¬ 
ability. retirement, death, layoff, or 
severance of employment, any amount 
allocated to an employee which is with¬ 
drawn before the expiratton of such a 
period of time or the occurrence of such a 
contingency shall not be considered in 
determining whether the contributions 
under the plan discriminate in favor of 
officers, shareholders, employees whose 
principal duties consist in supervising 
the work of other employees, or highly 


compensated employees. Thus, In case 
a plan permits employees to receive im¬ 
mediately the whole or any part of the 
amounts allocated to their accounts, or 
to have the whole or any part of such 
amounts paid to a profit-sharing plan 
for them, any amounts which are re¬ 
ceived immediately shall not. for the 
purpose of section 401, be considered 
contributed to a profit-sharing plan. 

(B) By revising the last sentence of 

paragraph (a) (1) (iii) to read as 

follows: "With respect to forfeitures in 
a pension plan, see 3 1.401-1 <b> (1) (l)." 

(C) By striking from the second sen¬ 
tence of paragraph (a) (2) (ill) thereof 
the words “a distribution" and inserting 
in lieu thereof the words “an allocation". 

Pah. 5. Section 1.402 <a)-l is changed 
in the following respects: 

<A) By inserting at the end of para¬ 
graph (a) (1) (U) thereof the following: 
“Furthermore, the exclusion provided by 
section 105 (d) is applicable to a dis¬ 
tribution from a trust described in sec¬ 
tion 401 (a) and exempt under section 
501 (a) if such distribution constitutes 
wages or payments in lieu of wages for 
a period during which an employee is 
absent from work on account of a per¬ 
sonal injury or sickness (see section 105 
and the regulations thereunder)." 

(B) By redesignating subdivisions 
(ill) and (iv) of paragraph (a) (1) 
thereof as (iv) and (v) respectively, and 
inserting the following new subdivision 
(ill) immediately after paragraph (a) 
(1) (ii) thereof: 

(ill) Except as provided in paragraph 
(b> of this section, a distribution of 
property by a trust described in section 
40i <a> and exempt under section 501 
(a) shall be taken into account by the 
distributee at Its fair market value. For 
example, where a United States savings 
bond which was purchased by a trustee 
in its own name later is distributed by 
such trust, it shall be taken into account 
at its redemption value at the time of 
distribution and such redemption value 
shall be the distributee's basis for the 
bond for the purpose of determining the 
extent to which Income is realized upon 
its ultimate redemption. 

<C» By revising the second sentence 
of paragraph (a) <2> thereof to read as 
follows: "If. however, the contract dis¬ 
tributed by such an exempt trust Is a 
retirement income, endowment, or other 
life insurance contract and is distributed 
after October 26, 1956. the entire cash 
value of such contract at the time of dis¬ 
tribution must be included in the dis¬ 
tributee's income in accordance with the 
provisions of section 402 (a), except to 
the extent that, within 60 days after the 
distribution of such contract, all or any 
portion of such value is irrevocably con¬ 
verted into a contract under which no 
part of any proceeds payable on death 
at any time would be excludable under 
section 101 <n> (relating to life insur¬ 
ance proceeds)." 

<D> By revising Bubparagraphs (3), 
(4). (5). and (6) of paragraph (a) there¬ 
of to read as follows: 

(3) (i) If a trust described in section 
401 (a) and exempt under section 501 
(a) purchases under the plan retirement 


Income, endowment, or other contract! 
providing life insurance protection, pay. 
able upon the death of the employe! 
participants, and either— 

(a) The proceeds of such life insur- 
ance are payable to a beneficiary of th$ 
employee participant, other than the 
trust, or 

<b) In case such proceeds are payable 
to the trust, by the terms of the plan the 
trustee is required to pay over all of such 
proceeds to a beneficiary of the employee 
participant, 

then, the portion of the premiums paid 
for the life insurance protection provided 
under such contracts from either the 
contributions of the employer or earn¬ 
ings of the trust will constitute income 
to the employee for the year or year! in 
which the contributions or earning are 
applied toward the purchase of such life 
insurance. If the amount payable upon 
death at any time during the year ex¬ 
ceeds the cash value of the insurance 
policy at the end of the year, the entire 
amount of such excess will be considered 
current life insurance protection The 
cost of such insurance will be considered 
to be a reasonable net premium cost, as 
determined by the Commissioner, for 
such amount for the appropriate period. 
The amount thus to be included in the 
gross income of the employee under this 
subdivision shall be considered as pre¬ 
miums or other consideration paid or 
contributed by the employee only with 
respect to any benefits attributable to the 
contract providing the life insurance pro¬ 
tection. 

(ii) The determination of the cos; of 
life insurance protection may be illus¬ 
trated by the following example: 

Example. A policy purchased under a qual¬ 
ified plan for an employee provide® an an¬ 
nuity of $100 per month upon retirement *t 
age 65. with a minimum death benefit of 
$10,000. The Insurance payable if death oc¬ 
curred In the first year would be $10,000. 
The cash value at the end of the first year 
Is 0. The net Insurance U therefore $10,000 
minutes 0, or $10,000. Assuming that the 
Commissioner has determined that a res- 
son Able net premium for tho employe* 
ago Is $5.85 per $1,000. the premium for 
$10,000 of life Insurance Is therefore $5800. 
and this Is the amount to be reported as 
Income by the employee for the year. Tb» 
balance of the premium Is the amount con¬ 
tributed for the annuity, which is not tax¬ 
able to the employee under a plan meeting 
the requirements of section 401 (a), except 
as provided under section 402 (a). Assum¬ 
ing that the cash value at the end of ths 
second year Is $500. the net Insurance would 
then be $0,500 for the second year. Wltb a 
net 1-year term rate of $6.30 for the em¬ 
ployee's age In the second year, the amount 
to be reported as Income to the employee 
would be $59.85. 

(ill) This subparagraph shall not ap¬ 
ply if the trust has a right under any 
circumstances to retain any part of the 
proceeds of the life insurance contract 
But see subparagraph (4) <lv) of thn 
paragraph relating to the taxability oi 
the distribution of such proceeds to $ 
beneficiary. 

(4) (i) In case a trust described m 
section 401 (a) and exempt under sec¬ 
tion 501 <a> either— . 

(a) Has purchased a retirement m 
come, endowment, or other life insurant 
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contract, and the employee either paid 
the cost of the insurance or was taxable 
on the cost of the insurance under sub¬ 
paragraph (3) of this paragraph, or 
(b> Has purchased an annuity con¬ 
tract. the amounts payable under any 
such contract by reason of the death of 
the employee are taxable under the rules 
of subdivision ( 11 ) of this subparagraph, 
except In the cose of a Joint and sur¬ 
vivor annuity. 

Ut> (a) In the case of an annuity 
contract, the death benefit is the accu¬ 
mulation of the premiums (plus earnings 
thereon) which is Intended to fund pen¬ 
sion or other deferred benefits under a 
pension or profit-sharing plan. 8 uch 
death benefits are not In the nature of 
life Insurance and are not excludable 
from gross income under section 101 (a). 

(&) In the case of a retirement income, 
endowment, or other life Insurance con¬ 
tract under which there is a reserve ac¬ 
cumulation which Is Intended to fund 
pension or other deferred benefits under 
a pension or profit-sharing plan, such 
reserve accumulation constitutes the 
source of the cash value of the contract 
and approximates the amount of such 
cash value. The portion of the proceeds 
paid upon the death of the insured em¬ 
ployee which Is equal to the cash value 
Immediately before death Is not exclud¬ 
able from gross income under section 
101 (a). The remaining portion, if any, 
of the proceeds paid to the beneficiary by 
reason of the death of the Insured em¬ 
ployee—that Is, the amount in excess of 
fl* cash value —constitutes current In¬ 
surance protection and Is excludable 
under section 101 (a). 

<c) The death benefit under an annu¬ 
ity contract, or the portion of the death 
procet&s under a retirement income, en¬ 
dowment, or other life insurance contract 
*hlch & equal to the cash value of the 
contract immediately before death, con¬ 
stitutes a distribution from the trust 
consisting in whole or in part of deferred 
compensation and is taxable to the bene- 
uclary in accordance with section 402 (a) 
and the provisions of this paragraph, ex¬ 
cept to the extent that the limited exclu¬ 
sion from income provided in section 
101 <b) is applicable. 

<d> In the case of a retirement In¬ 
come, endowment, or other life insurance 
contract under which the benefits are 
Wd at a date or dates later than the 
|**tn of the employee, section 101 <d) 
r\ applicable only to the portion of the 
which is attributable to the 
juaount excludable under section 101 (a). 
*7 Portion of such benefits which is 
unbutable to the cash value of the con- 
“*ct immediately before death is tax- 
J£ie under section 72 (relating to annui- 
^ in such case, any amount 
^Ciuaable under section 101 (b) Is 
plated as additional consideration paid 
femployee in accordance with sec- 
fi°nioi <b) ( 2 ) (D), 

tT^ e application of the rules under 
juwivlsion (il> of this subparagraph 
0 , * aspect to the taxability of proceeds 
cerement income, endowment, or 
life insurance contract paid by 
r>w n °* the dea th of an insured em- 
has no contributions 
oer the plan is illustrated by the fol¬ 
ding examples: 

No. 180 — —a 
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trample (1). 

Total face amount of th# contract 
payable in a lump-aum at time 

of death.—...$25,000 

Caah value of the contract Imme¬ 
diately before death__ 11,000 


Excess over caah value, excludable 
under section 101 (a)__14.000 


Caah value subject to limited exclu¬ 
sion under section 101 (b)__ 11,000 

Excludable under section 101 (b) 
(assuming that there la no other 
death benefit paid by or on behalf 
of any employer with respect to 


the employee)___ 6.000 


Balance taxnble In accordance with 
section 402 (a) (2) (assuming a 
total distribution in one taxnble 
year of the distributee)_...... $. 000 


Portion of premiums taxed to em¬ 
ployee under the provisions of 
subparagraph (8) of this para¬ 
graph and considered as contribu¬ 
tions of the employee__ 040 


Balance taxable as long-term capi¬ 
tal gain-—___ 5.060 

Example (2). The facts are the aame as in 
example (1). except that the contract pro¬ 
vides that the beneficiary may elect within 
00 days after the death of the employee 
either to take the $25,000 or to receive 10 
annual Installments of $3,000 each, and tho 
beneficiary elects to receive the 10 Install¬ 
ments. In addition, the employee's rights 
to the cash value Immediately before his 
death were forfeitable at least to the extent 
of $5,000. Section 101 (d) is applicable to 
the amount excludable under section 101 (a), 
that Is. $14,000. The portion of each an¬ 
nual Installment of $3,000 which 1 a attrib¬ 
utable to this $14,000 Is determined by 
allocating each Installment In accordance 
with the ratio which this $14,000 bears to 
the total amount which was payable at 
death ($25,000). Accordingly, the portion 
of each annual installment which Is subject 
to section 101 (d) 1* $1,680 of $3,000), 
of which. $1,400 (lio of $14,000) Is excludable 
under section 101 (a), and the remaining 
$280 is Includible in the gross income of tho 
beneficiary. However, If the beneficiary la 
a surviving spouse as defined In section 101 
(d) (3), the exclusion provided by section 
101 (d) (1) (B) la applicable to such $280. 
The remaining portion of each annual $3,000 
installment, $1,320, la attributable to the 
cash value of the contract and la treated 
under section 72, as follows: 


Amount actually contributed by the 

employee_____ oo 

Amount considered contributed by 
employee by reason of section 

101 (b)..-. $5,000 

Portion of premiums taxed to em¬ 
ployee under the provisions of sub- 
paragraph (3) of this paragraph 
and considered as contributions of 
the employee___ $40 


Investment in the contract_ 5.840 

Expected return. 10 x $1,320.. 13,200 

Exclusion ratio. $5,840 + $13.200_ . 45 

Annual exclusion .46 X $1.320_ 584 


Accordingly. $584 of the $1,320 portion of 
each annual Installment is excludable each 
year under section 72. and the remaining 
$726 is Includible. Thus, if the beneficiary 
is not a surviving spouse, a total of $1,006 
($280 plus $726) of each annual $3,000 lu- 
atallmont Is Includible In Income each year. 
If the beneficiary Is a surviving spouse, and 
con exclude all of the $280 under section 
101 (d) (1) (B). the amount includible In 
gross Income each year U $726 of each an¬ 
nual $3,000 installment. 
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(iv) If an employee neither paid tha 
total cost of the Ufe insurance protection 
provided under a retirement incoma 
endowment, or other life insurance con¬ 
tract, nor was taxable under subpara¬ 
graph (3) of this paragraph with respect 
thereto, no part of the proceeds of such 
a contract which are paid to the bene- 
flclaries of the employee as a death bene¬ 
fit is excludable under section 101 (ft). 
The entire distribution is taxable to tho 
beneficiaries under section 402 ia) ex¬ 
cept to the extent that a limited ex¬ 
clusion may be allowable under section 
101 (b>. 

< 5 > If pension or annuity payments or 
other benefits arc paid or made available 
to the beneficiary of a deceased employee 
or a deceased retired employee by a 
trust described in section 401 (a) which 
Is exempt under section 501 (a), such 
amounts are taxable in accordance with 
the rules of section 402 (a> and this sec¬ 
tion. In case such amounts ore taxable 
under section 72, the •'investment in the 
contract’* shall be determined by refer¬ 
ence to the amount contributed by the 
employee and by applying the rules of 
sections 72 (c), 72 (f). 101 (b) (2) <D> # 
and subparagraph (3) of this paragraph. 
In case the amounts paid to. or includ¬ 
ible in the gross Income of, the bene¬ 
ficiaries of the deceased employee or 
deceased retired employee constitute a 
distribution to which subparagraph (fl) 
of this paragraph is applicable, the ex¬ 
tent to which the distribution Is tax¬ 
able is determined by reference to the 
contributions of the employee, by refer¬ 
ence to any prior distributions which 
were excludable from gross income as a 
return of employee contributions, and by 
applying the rules of sections 72 (f). 101 
(b). and subparagraph ( 3 ) of this para¬ 
graph. 

( 6 ) (I) If the total distributions pay¬ 
able with respect to any employee under 
a trust described in section 401 (a) which 
in the year of distribution is exempt 
under section 501 (a) are paid to, or in¬ 
cludible in the gross income of, the dis¬ 
tributee within one taxable year of the 
distributee on account of the employee’s 
death or other separation from the serv¬ 
ice. or death after such separation from 
sendee, the amount of such distribution, 
to the extent it exceeds the net amount 
contributed by the employee, shall be 
considered a gain from the sale or ex¬ 
change of a capital asset held for more 
than six months. The total distributions 
payable are includible in the gross in¬ 
come of the distributee within one tax¬ 
able year if they are made available to 
such distributee and the distributee fails 
to make a timely election under section 
72 (h) to receive an annuity In lieu of 
such total distributions. For rules re¬ 
lating to the treatment of such total 
distributions In the case of a nonresident 
alien individual, see sections 871 and 
1441 and the regulations thereunder. 
The “net amount contributed by the em¬ 
ployee” is the amount actually contrib¬ 
uted by the employee plus any amounts 
considered to be contributed by the em¬ 
ployee under the rules of sections 72 
(f), 101 (b), and subparagraph (3) of 
this paragraph, reduced by any amounts 
theretofore distributed to him which 
were excludable from gross income as a 
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return of employee contributions. See, 
however, paragraph (b) of this section 
for rules relating to the exclusion of 
amounts representing net unrealized ap¬ 
preciation In the value of securities of 
the employer corporation. 

(ii) The term "total distributions pay¬ 
able'* means the balance to the credit of 
an employee which becomes payable to 
a distributee on account of the em¬ 
ployee's death or other separation from 
the service or on account of his death 
after separation from the service. Thus, 
distributions made before a total dis¬ 
tribution (for example, annuity pay¬ 
ments received by the employee after 
retirement), will not defeat application 
of the capital gains treatment with re¬ 
spect to the total distributions received 
by a beneficiary upon the death of the 
employee after retirement. However, a 
distribution on separation from service 
will not receive capital gains treatment 
unless it constitutes the total amount in 
the employee’s account at the time of 
his separation from service. If the total 
amount in the employee’s account at 
the time of his death or other separation 
from the seiVice or death after separa¬ 
tion from the service is paid or includi¬ 
ble in the gross Income of the distributee 
within one taxable year of the distribu¬ 
tee. such amount is entitled to the capi¬ 
tal gains treatment notwithstanding 
that in a later taxable year an additional 
amount, attributable to the last year 
of service, is credited to the account of 
the employee and distributed. 

(ill) If an employee retires and com¬ 
mences to receive an annuity but subse¬ 
quently, in some succeeding taxable 
year, is paid a lump sum in settlement 
of all future annuity payments, the capi¬ 
tal gains treatment does not apply to 
such lump sum settlement paid during 
the lifetime of the employee since it Is 
not a payment on account of separation 
from the service, or death after separa¬ 
tion. but is on account of the settlement 
of future annuity payments. 

(iv) If the “total distributions pay¬ 
able" are paid or Includible in the gross 
income of several distributees within one 
taxable year on account of the em¬ 
ployee’s death or other separation from 
the service or on account of his death 
after separation from the service, the 
capital gains treatment is applicable. 
The total distributions payable are paid 
within one taxable year of the dis¬ 
tributees when, for example, a portion of 
such total Is distributed in cash to one 
distributee and the balance is used to 
purchase an annuity contract which Is 
distributed to the other distributee. 
However, if the share of any distributee 
is not paid or Includible in his gross in¬ 
come within the same taxable year in 
which the shares of the other distributees 
are paid or includible in their gross in¬ 
come, none of the distributees is entitled 
to the capital gains treatment, since the 
total distributions payable are not paid 
or includible in the distributees* gross In¬ 
come within one taxable year. For ex¬ 
ample. If the total distributions payable 
are made available to each of two dis¬ 
tributees and one elects to receive hts 
share In cash while the other makes a 
timely election under section 72 (h) to 
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receive his share in Installment pay¬ 
ments from the trust, the capital gains 
treatment does not apply to either dis¬ 
tributee. 

(v) For regulations as to certain plan 
terminations, see $ 1.402 <e)-l. 

<E> By striking from the first 
sentence of the flush material in para¬ 
graph (b) (1) (i) thereof the phrase 
•‘subdivisions (a) and <b) of this sub¬ 
paragraph" and inserting in lieu thereof 
the phrase “(a) and <b) of this 
subdivision". 

Par. 6. Section 1.402 (b)-l is changed 
In the following respects: 

(A) By revising paragraph (a) (1) 
thereof to read as follows: 

(1) Except as provided In section 402 
(d), any contribution made by an em¬ 
ployer on behalf of an employee to a 
trust during a taxable year of the em¬ 
ployer which ends within or with a tax¬ 
able year of the trust for which the trust 
is not exempt under section 501 (a), shall 
be included in income of the employee for 
his taxable year during which the con¬ 
tribution is made If the employee's 
beneficial Interest in the contribution is 
nonforfeitable at the time the contribu¬ 
tion is made. If the employee’s beneficial 
interest in the contribution is forfeitable 
at the time the contribution is made even 
though his interest becomes nonforfeit¬ 
able later, the amount of such contribu¬ 
tion is not required to be included In the 
income of the employee at the time his 
interest becomes nonforfeitable. 

<B) By inserting 403 (b>." immedi¬ 
ately after “sections 402 <b>“ in the first 
sentence of paragraph (a) (2) U) there¬ 
of. 

(C) By striking the first sentence of 
paragraph <b) thereof and inserting in 
lieu thereof the following: “Any amount 
actually distributed or made available to 
any distributee by an employees* trust 
which is not exempt under section 501 
(a) for the taxable year of the trust in 
which the distribution is made shall be 
taxable in the year In which so dis¬ 
tributed or made available, under sec¬ 
tion 72 (relating to annuities), except 
that section 72 (e) (3) shall not apply. 
If. for example, the distribution from 
such a trust consists of an annuity con¬ 
tract. the amount of the distribution 
shall be considered to be the entire value 
of the contract at the time of distribu¬ 
tion, and such value is includible in the 
gross Income of the distributee at the 
time of the distribution to the extent 
that such value exceeds the investment 
in the contract determined by applying 
sections 72 and 101 (b) 

Par. 7. Section 1.402 (c)-l is revised 
to read as follows: 

4 1.402 (0-1 Taxability of beneficiary 
of certain foreion situs trusts. Section 
402 (c) has the effect of treating, for 
purposes of section 402, the distributions 
from a trust which at the time of the 
distribution is located outside the United 
States in the same manner as distribu¬ 
tions from a trust which is located in 
the United States. If the trust would 
qualify for exemption from tax under 
section 501 (a) except for the fact that it 
fails to comply with the provisions of 


41.401-1 (a) (3) (i>. which restricts 
qualification to trusts created or organ¬ 
ized in the United States and maintained 
here, section 402 (a) and 4 1.402 «aM 
are applicable to the distributions from 
such a trust. Thus, for example, a total 
distribution from such a trust is entitled 
to the long-term capital gains treatment 
of section 402 (a) (2), except in the case 
of a nonresident alien individual <see 
sections 871 and 1441 and the regulation! 
thereunder). However, if the plan fail! 
to meet any requirement of section 401 
and the regulations thereunder In addi¬ 
tion to 4 1.401-1 <a> (3> CD, MCI n 402 
(b) and 4 1.402 (b)-l are applicable to 
the distributions from such a trust. 

Par. 8. Section 1.403 (a)-l is changed 
In the follow ing respects: 

(A) By revising paragraph (a) (3) 
thereof to read as follows: 

(3) The annuity contract is purchased 
by on employer which is an organization 
described In section 501 (c) (3> and ex¬ 
empt under section 501 (a) provided the 
purchase of the annuity Is merely a sup¬ 
plement to past or current compeivation. 
For the purpose of this subparagraph, 
whether the purchase of an annuity con¬ 
tract is merely a “supplement to past or 
current compensation" is to be deter¬ 
mined by all the surrounding facts and 
circumstances. One of the pertinent 
facts to be taken into consideration is 
the ratio of the consideration paid by 
the employer for an employee’s contract 
to the amount of his past or current 
compensation. For example, if the an¬ 
nual premium paid for an employee’s 
contract is $1,000 and his annual salary 
is $10,000, the ratio indicates that the 
premium paid for the contract is merely 
a supplement to the employee’s current 
Compensation. If, ho w ever, an employee 
receives no current compensation, or the 
annual premiums paid for his annuity 
contract approximate his annual salary, 
the amount paid for his contract will be 
considered to be current compensation 
and taxable to the employee in the year 
in which it Is paid by the employer. 
Other pertinent considerations Are 
whether the annuity contract is pur¬ 
chased as a result of an agreement for a 
reduction of the employee’s annual sal¬ 
ary** or whether It is purchased at hU 
request in lieu of an increase in current 
compensation to which he otherwise 
might be entitled. In such cases, the 
amount paid for the contract shall also 
be considered to be current compen¬ 
sation. 

(B) By revising the third sentence of 
paragraph (d) thereof to read as follows: 
“Section 403 (a> is not applicable to 
premiums paid after October 26, 1956, 
for individual contracts providing Ms 
insurance protection for employees '* 

Par. 9. 8ection 1.403 (a)-2 is revised 
to read as follows: 

{ 1.403 <a>-2 Capital gains treatment 
for certain distributions, (a) IX ,0 * 
tal amounts payable with respect to any 
employee for whom an annuity contrac* 
has been purchased by an employer 
under a plan which— 

(1) Meets the requirements of section 
401 (a) (3). (4), (5). and (6). and 
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(3) Requires that refunds of contri¬ 
butions with respect to annuity contracts 
purchased under such plan be used to 
reduce subsequent premiums on the con¬ 
tracts under the plan. 

are paid to. or includible in gross Income 
of, the payee within one taxable year 
of the payee by reason of the employee's 
death or other separation from the serv¬ 
ice, or death after such separation from 
the service, such total payments, to the 
extent they exceed the net amount con¬ 
tributed by the employee, shall be con¬ 
sidered a gain from the sale or exchange 
of a capital asset held for more than six 
months. The “net amount contributed 
by the employee** Is the amount actually 
contributed by the employee plus any 
amounts considered to be contributed by 
the employee under the rules of sections 
72 it), 101 <b). and 1 1.403 <a)-l <d>. 
reducird by any amounts theretofore dis¬ 
tributed to him which were excludable 
from his gross income as a return of 
employee contributions. For example, if 
under an annuity contract purchased 
under a plan described in this section, 
the total distributions payable to the 
employee’s widow are paid to her in the 
year in which the employee dies. In the 
amount of $8,000. and 11 $5,000 thereof 
is excludable under section 101 (b), and 
if the employee made contributions of 
$€00 and had received no payments, the 
remaining amount of $2,400 will be con¬ 
sidered a gain from the sale or exchange 
of a capital asset held for more than 
six months. 

<b) (1) The term “total amounts* 
means the balance to the credit of an 
employee with respect to all annuities 
under the annuity plan which becomes 
payable to the payee by reason of the 
employee’s death or other separation 
from the service, or by reason of his 
death after separation from the service. 
If an employee commences to receive 
annuity payments on retirement and 
then a lump sum payment Is made to 
his widow upon his death, the capital 
gains treatment applies to the lump sum 
payment, but It does not apply to 
amounts received before the time the 
’‘total amounts’* become payable. How f - 
if the total amount to the credit 
of the employee at the time of his death 
or other separation from the service or 
death after separation from the service 
« paid or Includible In the gross Income 
of the payee within one taxable year of 
the payee, such amount Is entitled to 
the capital gains treatment notwith¬ 
standing that In a later taxable year an 
additional amount Is credited to the 
employee and paid to the payee. 

If more than one annuity con- 
tra 5 t 1* received under the plan, the 
capital gains treatment does not apply 
r® any amount received on the surrender 
wttieof unless all contracts under the 
plan with respect to a particular em¬ 
ployee ore surrendered cither at the time 
w the employee’s death or other sep- 
wation from the service or death after 
-^paration from the sendee. Thus. IX 
*** employee receives two contracts on 
reparation from the service and sur¬ 
renders one of them In the year of sep¬ 
aration and receives payments under the 
otner until his death, the capital gains 
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treatment Is applicable to the balance 
paid to his beneficiary on his death If 
paid within one taxable year of the 
beneficiary. The amount received by 
the employee on surrender of the con¬ 
tract In the year of his separation from 
the service, however, would not receive 
capital gains treatment since the bal¬ 
ance to the credit of the employee with 
respect to all amounts under the plan 
did not become payable at that time. 

(3) If an employee retires and com¬ 
mences to receive an annuity but subse¬ 
quently in some succeeding taxable year, 
he is paid a lump sum in settlement of 
all future annuity payments, the capital 
gains treatment does not apply to such 
lump sum settlement paid during the 
lifetime of the employee since it Is not a 
payment on account of separation from 
the sendee, or death after separation, 
but Is on account of the settlement of 
future annuity payments. 

(4) If the "total amounts’* payable 
under all annuity contracts under the 
plan with respect to a particular em¬ 
ployee are paid or includible In the gross 
income of several payees within one tax¬ 
able year on account of the employee's 
death or other separation from the 
service or on account of his death after 
separation from the service, the capital 
gains treatment is applicable. Thus, if 
the balance to the credit of a deceased 
employee under all annuity contracts 
provided under an annuity plan becomes 
payable to two payees, the capital gains 
treatment Is applicable provided the 
"total amounts" payable are received by 
or includible in the gross Income of both 
payees within the same taxable year. 
However. If the "total amounts’* payable 
are made available to each payee and 
one elects to receive his share in cash 
while the other makes a timely election 
under section 72 (h) to receive his share 
as an annuity, the capital gains treat¬ 
ment does not apply to either payee. 

Par. 10. Section 1.403 ib)-l (a) is 
changed by striking the first three sen¬ 
tences thereof and inserting In lieu 
thereof the following: "Except as pro¬ 
vided In section 402 (d). If an employer 
purchases an annuity contract and if the 
amounts paid for the contract are not 
subject to 1 1.403 <&>-l (a), the amount 
of such contribution shall be included In 
the income of the employee for the tax¬ 
able year during which such contribu¬ 
tion is made if. at the time the contribu¬ 
tion is made, the employee’s rights under 
the annuity contract are nonforfeitable, 
except for failure to pay future premi¬ 
ums. If the employee’s rights under the 
annuity contract in such a case were 
forfeitable at the time the employer's 
contribution was made for the annuity 
contract, even though they become non¬ 
forfeitable later, the amount of such 
contribution is not required to be in¬ 
cluded in the income of the employee at 
the time his rights under the contract 
become nonforfeitable. As to what con¬ 
stitutes nonforfeitable rights of an em¬ 
ployee. see ft 1.402 <b)-l. M 

Pai. 1L Section 1.404 <a)-l is changed 
in the following respects: 

(A) By revising paragraph (a) there¬ 
of to read as follows: 
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(a) (1) Section 404 fa) prescribes 
limitations upon deductions for amounts 
contributed by an employer under a pen¬ 
sion, annuity, stock bonus, or profit- 
sharing plan, or under any plan of 
deferred compensation. It is immaterial 
whether the plan covers present em¬ 
ployees only, or present and former 
employees, or only former employees. 
Section 404 (a) also governs the deducti¬ 
bility of unfunded pensions and death 
benefits paid directly to former em¬ 
ployees or their beneficiaries (see ft 1.404 
<a>-12>. 

(2) Section 404 (a) does not apply to a 
plan which does not defer the receipt of 
compensation. Furthermore, section 
404 (a) does not apply to deductions for 
contributions under a plan which is 
solely a dismissal wage or unemploy¬ 
ment benefit plan, or a sickness, accident, 
hospitalization, medical expense, recrea¬ 
tion, welfare, or similar benefit plan, or 
a combination thereof. For example, 
if under a plan an employer contributes 
5 percent of each employee’s compensa¬ 
tion per month to a fund out of which 
employees who are laid off will be paid 
benefits for temporary periods, but em¬ 
ployees who arc not laid off have no 
rights to the funds, such a plan Is an 
unemployment benefit plan, and the de¬ 
ductibility of the contributions to it is 
determined under section 162. As to the 
deductibility of such contributions, see 
ft 1.162-9. 

(3) If, however, the contributions to 
a pension, profit-sharing, stock bonus, 
or other plan of deferred compensation 
can be used to provide any of the bene¬ 
fits referred to in subparagraph (2) of 
this paragraph, then, except as provided 
In section 404 (c). section 404 <&) applies 
to the entire contribution to the plan. 
Thus, if in the example described in 
subparagraph (2) of this paragraph, the 
employer's contribution on behalf of 
each employee is set up as a separate 
account, and if any amount which re¬ 
mains In an employee's account at the 
time of retirement is paid to him at such 
time, the deductibility of the contribu¬ 
tions to the plan is determined under 
section 404 (a). For the rules for de¬ 
termining whether the benefits referred 
to in subparagraph <2> of this para¬ 
graph can be included in a qualified pen¬ 
sion or profit-sharing plan, see ft 1.401-1 

(b). 

(4) As to Inclusion of full-time life 
insurance salesmen within the class of 
persons considered to be employees, see 
section 7701 (a) (20). 

(B) By revising paragraph <c> thereof 
to read as follows: 

(c) Deductions under section 404 (a) 
are generally allowable only for the year 
in which the contribution or compensa¬ 
tion is paid, regardless of the fact that 
the taxpayer may make his returns on 
the accrual method of accounting, Ex¬ 
ceptions are made in the case of over¬ 
payments as provided in paragraphs (1), 
<3), and (7) of section 404 (a), and. as 
provided by section 404 (a) (6), In the 
case of payments made by a taxpayer 
on the accrual method of accounting 
not later than the time prescribed by 
law for filing the return for the taxable 
year of accrual (including extensions 
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thereof). This latter provision Is In¬ 
tended to permit a taxpayer on the ac¬ 
crual method to deduct such accrued 
contribution or compensation In the 
year of accrual, provided payment is 
actually made not later than the time 
prescribed by law for filing the return 
for the taxable year of accrual (includ¬ 
ing extensions thereof), but this provi¬ 
sion is not applicable unless, during the 
taxable year on account of which the 
contribution is made, the taxpayer incurs 
a liability to make the contribution, the 
amount of which is accruable under sec¬ 
tion 461 for such taxable year. See sec¬ 
tion 461 and the regulations thereunder. 
There is another exception in the case 
of certain taxpayers who are required to 
make additional contributions as a re¬ 
sult of Public Law 74 (Eighty-fourth 
Congress) approved June 15, 1955, and 
the regulations thereunder. 

Par. 12. Section 1.404 (a)-2 Is changed 
by inserting immediately after the word 
‘‘information** in the first sentence of 
paragraph (a) thereof the following: 
“(unless such Information has been pre¬ 
viously filed in accordance with the regu¬ 
lations under section 23 (p> of the In¬ 
ternal Revenue Code of 1939)*\ 

Par. 13. Section 1.404 <a)-3 is changed 
in the following respects: 

(A) By inserting immediately after 
the word “organized** in the third sen¬ 
tence of paragraph (a) thereof the words 
“and maintained**. 

<B> By striking the words disability, 
withdrawal/* from the fifth sentence of 
paragraph (a> thereof and Inserting In 
lieu thereof the words disability pen¬ 
sion.*'. 

<C) By striking paragraph (c) thereof 
and inserting in lieu thereof the fol¬ 
lowing: 

(c) The amount of a contribution to 
a pension or annuity plan that is de¬ 
ductible under section 404 (a) (1) or <2> 
depends upon the methods, factors, and 
assumptions which are used to compute 
the costs of the plan and the limitation 
of section 404 (a) (1) which is applied. 
Since the amount that is deductible for 
one taxable year may affect the amount 
that is deductible for other taxable years, 
the methods, factors, and assumptions 
used in determining costs and the method 
of determining the limitation which have 
been used for determining the deduction 
for a taxable year for which the return 
has been filed shall not be changed for 
such taxable year, except when the Com¬ 
missioner determines that the methods, 
factors, assumptions, or limitations were 
not proper, or except when a change is 
necessitated by reason of the use of dif¬ 
ferent methods, factors, assumptions, or 
limitations for another taxable year. 
However, different methods, factors, and 
assumptions, or a different method of de¬ 
termining the limitation, if they are 
proper, may be used In determining the 
deduction for a subsequent taxable year. 
In any case, see subparagraphs (7) and 
(8) of paragraph (a) and subparagraphs 

(1) and (3) of paragraph <b> of § 1.404 
(a)-2 for the information which must 
be submitted regarding the methods, fac¬ 
tors, assumptions, and limitations. 


Par, 14. Section 1.404 (a>-4 is changed 
by revising the first sentence of para¬ 
graph (b) thereof to read as follows: 
• For the first taxable year following the 
first year to which the initial 5-percent 
limitation applies, and for every fifth 
year thereafter, or more frequently where 
preferable to the taxpayer, the taxpayer 
shall submit with his return an actuarial 
certification of the amount reasonably 
necessary to provide the remaining un¬ 
funded cast of past and current service 
credits of all employees under the plan 
with a statement explaining all the 
methods, factors, and assumptions used 
in determining such amount/* 

Par. 15. 8cction 1.404 (a>-9 is changed 
by inserting immediately after the word 
•‘organized** in the fourth sentence of 
paragraph (a) thereof the words ' and 
maintained*'. 

Par. 16. Section 1.404 (a>-10 Is changed 
by striking the entire section except for 
the example and inserting the following 
immediately preceding such example: 

l 1.404 (a)-10 Profit-sharing plan of 
an affiliated group; application of section 
404 (a) <3) <B>. (a) Section 404 (a> 

(3) (B> allows a corporation a deduction 
to the extent provided in paragraphs (b) 
and <c> of this section for a contribution 
which it makes for another corporation 
to a profit-sharing plan or a stock bonus 
plan under which contributions are de¬ 
termined by reference to profits, pro¬ 
vided the following tests are met: 

(1) The corporation for which the 
contribution is made and the contribut¬ 
ing corporation are members of an af¬ 
filiated group of corporations as defined 
in section 1504. relating to the filing of 
consolidated returns, and both such cor¬ 
porations participate in the plan. How¬ 
ever, It is immaterial whether all the 
members of such group participate in the 
plan. 

(2) The corporation for which the 
contribution is made is required under 
the plan to make the contribution, but 
such corporation is prevented from mak¬ 
ing such contribution because It has 
neither current nor accumulated earn¬ 
ings or profits, or because its current and 
accumulated earnings or profits are in¬ 
sufficient to make the required contribu¬ 
tion. To the extent that such a corpo¬ 
ration has any current or accumulated 
earnings or profits, it is not considered to 
be prevented from making its required 
contribution to the plan. 

(3) The contribution is made out of 
the current or accumulated earnings or 
profits of the contributing corporation. 

<b> The amount that is deductible 
under section 404 (a) (3) <B) is deter¬ 
mined by applying the rules of section 
404 (a) (3) (A) and ( 1.404 (a>-9 as if 
the contribution were made by the cor¬ 
poration for which It is made. For ex¬ 
ample, the primary limitation described 
in g 1.404 (a)-9 (c) is determined by 
reference to the compensation otherwise 
paid or accrued to the employees of the 
corporation for which the contribution 
is made, and the secondary limitation 
described in ( 1.404 <a>-9 (d) and the 
contribution carryover described in 
5 1.404 (a)-9 (e) are determined by re¬ 
ference to the prior contributions and 
deductions of such corporation. The 


contributing corporation may deduct the 
amount so determined subject to the 
limitations contained in paragraph <c) 
of this section. The contributing corpor¬ 
ation shall not treat such amount as a 
contribution made by it in applying the 
rules of section 404 (a) (3) (A> and 
1 1.404 (a)-9 either for the taxable year 
for which the contribution is made or for 
succeeding taxable years. The corpora¬ 
tion for which the contribution is made 
shall treat the contribution as having 
been made by it in applying the rules of 
section 404 <r> (3) (A) and $ 1.404 (a>-9 
for succeeding taxable years. 

<c> The allowance of the deduction 
under section 404 <a> (3) (B> does not 
depend upon whether the affiliated group 
does or does not file a consolidated re¬ 
turn. If a consolidated return Is filed, 
it is immaterial which of the participat¬ 
ing corporations makes the contribution 
and takes the deduction or how the con¬ 
tribution or the deduction is allocated 
among them. However, if a consolidated 
return is not filed, the contribution 
which is deductible under section 404 (a) 
<3> (B> by each contributing corporation 
shall be limited to that portion of its 
total current and accumulated earnings 
or profits (adjusted for Its contribution 
deductible without regard to section 404 
<a> (3> (B>) which the prevented con¬ 
tribution hears to the total current and 
accumulated earnings or profits of all the 
participating members of the group hav¬ 
ing such earnings or profits (adjusted for 
all contributions deductible without re¬ 
gard to section 404 <a> (3) <B)). For 
the purpose of this section, current earn¬ 
ings or profits shall be computed as of 
the close of the taxable year without 
diminution by reason of any dividends 
during the taxable year, and accumu¬ 
lated earnings or profits shall be com¬ 
puted as of the beginning of the taxable 
year. 

(d) The application of section 404 <a> 

(3) <B> may be illustrated by the follow¬ 
ing example in which the affiliated group 
does not file a consolidated return: 

Par. 17. Section 1.404 (a)-11 is revised 
to read as follows: 

f 1.404 (a)-11 Trusts created or or¬ 
ganized outside the United States; appli¬ 
cation of section 404 (a) (4). In order 
that a trust may constitute a qualified 
trust under section 401 (a> and be ex¬ 
empt under section 501 (a), it must be 
created or organized in the United States 
and maintained at all times as a domes¬ 
tic trust. See 5 1.401-1 (a). Paragraph 

(4) of section 404 (a) provides, however, 
that an employer which is a resident, » 
corporation, or other entity of the United 
States, making contributions to a for¬ 
eign stock bonus, pension, or profit-shar¬ 
ing trust, shall be allowed deductions 
for such contributions, under the appli¬ 
cable conditions and within the pre¬ 
scribed limits of section 404 (a), if such 
foreign trust would qualify for exemp¬ 
tion under section 501 (a) except for 
the fact that it is a trust created, or¬ 
ganized. or maintained outside the 
United States. Moreover, If a nonresi¬ 
dent alien individual, foreign corpora¬ 
tion, or other entity Is engaged in trad* 
or business within the United State* 
and makes contributions to a foreign 
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itock bonus, pension, or profit-sharing 
trust, which would qualify under section 
401 (a) and be exempt under section 501 
(a> except that It is created, organized, 
or maintained outside the United States, 
nich contributions are deductible sub* 
}oct to the conditions and limitations 
of section 404 (a) and to the extent al¬ 
lowed by section 873 or 882 (c). 

Pa*. 18. Section 1.404 (a)-12 Is revised 
to read as follows: 

1 1404 (a)-12 Contributions of an 
employer under a plan that does not 
meet the requirements of section 401 (a ); 
application of section 404 (a) (5). Sec¬ 
tion 404 <a) (5) covers all cases for which 
deductions are allowable under section 
404 ia> but not allowable under para¬ 
graphs (1), (2), (3). (4). or (7) of such 
section. No deduction is allowable un¬ 
der section 404 <a> (5) for any contri¬ 
bution paid or accrued by an employer 
under a stock bonus, pension, profit- 
sharing, or annuity plan, or for any 
compensation paid or accrued on account 
of any employee under a plan deferring 
the receipt of such compensation, except 
In the year when paid, and then only to 
the extent allowable under section 404 
(•>. See 9 1.404 <a)-l. If payments are 
made under such a plan and the amounts 
are not deductible under the other para¬ 
graphs of section 404 (a), they are de¬ 
ductible under paragraph <6) of such 
subsection to the extent that the rights 
of individual employees to, or derived 
from, such employer's contribution or 
such compensation are nonforfeitable 
at the time the contribution or compen¬ 
sation is paid. If unfunded pensions are 
paid directly to former employees, their 
rights to such payments are nonforfeit¬ 
able. and accordingly, such amounts are 
deductible under section 404 (a) (5) 
*hen paid. Similarly, If amounts are 
Paid as a death benefit to the benefi¬ 
ciaries of an employee (for example, by 
continuing his salary for a reasonable 
period), and if such amounts meet the 
requirement* of section 162 or 212 . such 
amounts are deductible under section 404 
(*> (5) in any case when they are not 
deductible under the other paragraphs 
of section 404 (a). As to what consti¬ 
tutes nonforfeitable rights of an em¬ 
ployee in other cases, see 9 1.402 <b)-l. 
If an amount is accrued but not paid dur- 
the taxable year, no deduction is al¬ 
lowable for such amount for such year. 
If an amount Is paid during the taxable 
year to a trust or under a plan and the 
employee's rights to such amounts are 
forfeitable at the time the amount is 
P&ld, no deduction is allowable for such 
wnount for any taxable year. 

Par. 19 . There is inserted immediately 
*flcr 9 1.404 (d)-l the following new 

Actions: 

1 1.6033 (a) Statutory provisions; re - 
fttnu by exempt organizations; general . 

Sue. 0033. Return* by exempt organiza - 
noru—< a) General. Every organization, ex- 
rJP* as hereinafter provided, exempt from 
taxation under section 501 (a) shall file an 
JJhtmal return, stating specifically the Items 
income, receipts, and disbursements. 
•Jd such other information for the purpose 
** burying out the provisions of subtitle A 
u U* Secretary or his delegate nmy by forma 


or regulations prescribe, and shall keep such 
records, render under oath such statements, 
make such other returns, and comply with 
such rules and regulations, as the Secretary 
or his delegate may from time to time pre¬ 
scribe. except that. In the discretion of the 
Secretary or his delegate, an organization 
described in section 401 (a) may be relieved 
from stating In Its return any Information 
which Is reported in returns filed by the 
employer which established such organiza¬ 
tion. No such annual return need be filed 
under this subsection by any organization 
exempt from taxation under the provisions 
of section 501 (a) — 


9 1.6033-1 Returns by exempt organic 
za lions—(a) General. (1) I Reserved.] 

(2) (Reserved.] 

(3) Every employees' trust described 

in section 401 (a) which is exempt from 
taxation under section 501 (a> shall file 
an annual return on Form 890-P. The 
return shall include the Information re¬ 
quired by 9 1401-1 <b> <5> <ii). The 
trust must also file the information re¬ 
quired by 9 1.404 (a)-2, unless the em¬ 
ployer has notified the trustee that he 
has or will timely file such information. 
If the trustee has received such notifica¬ 
tion from the employer, then the trust 
must file a copy thereof with its return 
and the other information required by 
the return. ^ 

(seal] Justin F. Winkle. 

Acting Commissioner. 


Approved: September 13.1S56. 


Dan Throop Smith, 

Special Assistant to the Secretary 
in Charge of Tax Policy . 
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plans. 
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1.404 (c)—X Certain negotiated plana; effect 
of section 404 (c). 

1.404 (d) Statutory provisions; deduction 
for contrlbutlona of an em¬ 
ployer to an employees' trust 
or annuity plan and com¬ 
pensation under a deferred- 
payment plan: carryover of 
unused deductions. 

1.404 (d) -1 Carryover of unused deductions; 

effect of section 404 (d). 

1.6033 (a) Statutory provisions; returns 
by exempt organizations; 
general. 

1.6033-1 (a) (3) Returns by exempt organi¬ 
sations; exempt employ¬ 
ees* trusts. 

Authority: f| 1401 to 16033-1 (a) (Si Is¬ 
sued under sec. 7805. 68A Stat. 017; 26 
U. 8. C. 7805. Interpret or apply secs. 401- 
404. 6033. 68A Stat. 134-138. 741; 26 U. 8. C. 
401-404. 6033. 

ft1.401 Statutory provisions; qualified 
pension, profit-sharing, and stock bonus 
plans . 

Szc. 401. Qualified pension, profit-sharing, 
and stock bonus plans —(a) Requirements 
for qualification . A trust created or organ¬ 
ized in the United States and forming part 
of a slock bonus, pension, or profit-sharing 
plan of an employer for the exclusive benefit 
of his employees or their beneficiaries shall 
constitute a qualified trust under this 
section— 

(1) If contributions are made to the 
trust by such employer, or employees, or 
both, or by another employer who Is entitled 
to deduct his contributions under section 
404 (a) (3) (B) (relating to deduction for 
contributions to profit-sharing and stock 
bonus plans), for the purpose of distributing 
to such employees or their beneficiaries the 
corpus and Income of the fund accumulated 
by the trust In accordance with such plan; 

(2) If under the trust Instrument it la 
Impossible, at any time prior to the satisfac¬ 
tion of all liabilities with respect to em¬ 
ployees and their beneficiaries under the 
trust, for any part of the corpus or income 
to be (within the taxable year or thereafter) 
used for, or diverted to. purposes other than 
for the exclusive benefit of bis employees or 
their beneficiaries; 

(3) If the trust, or two or more trusts, or 
the trust or trusts and annuity plan or 
plans ore designated by the employer as 
constituting parts of a plan Intended to 
qualify under this subsection which benefits 
either— 

(A) 70 percent or more of all the em¬ 
ployees. or 80 percent or more of all tbo 
employees who are eligible to benefit under 
the plan If 70 percent or more of all the 
employees aro eligible to benefit under the 
plan, excluding In each case employees who 
have been employed not more than a mini¬ 
mum period prescribed by the plan, not 
exceeding 5 years, employees whose custom¬ 
ary employment U for not more than 20 
hours In any one week, und employees whose 
customary employment Is for not more than 
5 months in any calendar year, or 

(B) Such employees as qualify under a 
classification set up by the employer and 
found by the Secretary or his delegate not 
to be discriminatory In favor of employees 
who are officers, shareholders, persons whose 
principal duties consist In supervising 
the work of other employees, or highly com¬ 
pensated employees; 

and 

(4) If the contributions or benefits pro¬ 
vided under the plan do not discriminate In 
favor of employees who are officers, share¬ 
holders, persons whose principal duties con¬ 
sist In supervising the work of other em¬ 
ployees. or highly compensated employees. 

(5) A classification shall not be cousld- 
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ered discriminatory within the meaning of 
paragraph (3) (B) or (4) merely because it 
excludes employee* the whole of whose re¬ 
muneration constitutes "wages' 4 under sec¬ 
tion 8121 (a) (1) (relating to the Federal 
Insurance Contrlbutlona Act) or merely be¬ 
cause It Is limited to salaried or clerical em¬ 
ployees. Nelthsx shall a plan be considered 
discriminatory within the meaning of such 
provisions merely because the contributions 
or benefits of or on behalf of the employees 
under the plan bear a uniform relationship 
to the total compensation, or the basic or 
regular rate of compensation, of such em¬ 
ployees. or merely because the contributions 
or benefits based on that part of an em¬ 
ployee's remuneration which Is excluded 
from "wages" by section 3121 (a) (1) differ 
from the contributions or benefits based on 
employee's remuneration not so excluded, or 
differ because of any retirement benefits 
created under State or Federal law. 

(6) A plan shall be considered as meeting 
the requirements of paragraph (3) during 
the whole of any taxable year of the plan If 
on one day In each quarter It satisfied such 
requirements. 

(b) Certain retroactive changes in plan , 
A stock bonus, pension, profit-sharing, or 
annuity plan shall be considered as satis¬ 
fying the requirements of paragraphs (3). 
(4). (5). and (6) of subsection (a) for the 
period beginning with the date on which It 
was put Into effect and ending with the 
15th day of the third month following the 
close of the taxable year of the employer In 
which the plan was put in effect. If all pro¬ 
visions of the plan which are necessary to 
satisfy such requirements are In effect by the 
end of such period and have been made effec¬ 
tive for all purposes with respect to the 
whole of such period. 

(c) Cross reference. For exemption from 
tsx of a trust qualified under this section, see 
section 501 (a). 

ft 1.401-1 Qualified pension, profit- 
sharing and stock bonus plans —(a) In¬ 
troduction . (1) Sections 401 through 
404 relate to pension, profit-sharing, 
stock bonus, and annuity plans, and com¬ 
pensation paid under a deferred-pay¬ 
ment plan. Section 401 (a) prescribes 
the requirements which must be met for 
qualification of a trust forming part of a 
pension, profit-sharing, or stock bonus 
plan. 

(2) A qualified pension, profit-shar¬ 
ing. or stock bonus plan is a definite 
written program and arrangement which 
is communicated to the employees and 
which is established and maintained by 
an employer— 

(i) In the case of a pension plan, to 
provide for the livelihood of the em¬ 
ployees or their beneficiaries after the 
retirement of such employees through 
the payment of benefits determined 
without regard to profits (see paragraph 
(b) (1) (1) of this section); 

(U) In the case of a profit-sharing 
plan, to enable employees or their bene¬ 
ficiaries to participate in the profits of 
the employer's trade or business, or in 
the profits of an affiliated employer who 
is entitled to deduct his contributions to 
the plan under section 404 (a) (3) <B>, 
pursuant to a definite formula for allo¬ 
cating the contributions and for distrib¬ 
uting the funds accumulated under the 
plan (see paragraph (b) (I) (ill of this 
section); and 

(111) In the case of a stock bonus plan, 
to provide employees or their benefici¬ 
aries benefits similar to those of profit- 
sharing plans, except that such benefits 


are distributable In stock of thn em¬ 
ployer, and that the contributions by the 
employer are not necessarily dependent 
upon profits. If the employer s contri¬ 
butions are dependent upon profits, the 
plan may enable employees or their 
beneficiaries to participate not only in 
the profits of the employer, but also in 
the profits of an affiliated employer who 
is entitled to deduct his contributions to 
the plan under section 404 (a) i3) <B> 
(see paragraph (b) (1) (iii) of this sec¬ 
tion). 

(3) In order for a trust forming p«rt 
of a pension, profit-sharing, or stock 
bonus plan to constitute a qualified trust 
under section 401 (a), the following tests 
must be met: 

(1) It must be created or organ bred in 
the United States, as defined in section 
7701 (a) (9), and it must be maintained 
at all times as a domestic trust in the 
United States; 

(li) It must be part of a pension, 
profit-sharing, or stock bonus plan es¬ 
tablished by an employer for the exclu¬ 
sive benefit of his employees or ihetr 
beneficiaries (see paragraph (b> (2) 
through (5) of this section); 

(ill) It must be formed or availed of 
for the purpose of distributing to the 
employees or their beneficiaries the cor¬ 
pus and income of the fund accumulated 
by the trust in accordance with the plan: 

(iv) It must be impossible under the 
trust instrument at any time before the 
satisfaction of all liabilities with rcspect 
to employees and their beneficiaries un¬ 
der the trust, for any part of the corpus 
or Income to be used for, or diverted to, 
purposes other than for the exclusive 
benefit of the employees or their bene¬ 
ficiaries (see ft 1.401-2); 

(v) It must be part of a plan which 
benefits prescribed percentages of the 
employees, or which benefits such em¬ 
ployees as qualify under a classification 
set up by the employer and found by the 
Commissioner not to be discriminatory 
in favor of certain specified classes of 
employees (see ft 1.401-3); and 

(vi) It must be part of a plan under 
which contributions or benefits do not 
discriminate in favor of certain specified 
classes of employees (see ft 1.401-4). 

(b) General rules . (1) <i) A pension 

plan within the meaning of section 401 
(a) is a plan established and maintain** 
by an employer primarily to provide sys¬ 
tematically for the payment of definitely 
determinable benefits to his employees 
over a period of years, usually for life, 
after retirement. Retirement benefits 
generally are measured by, and based on. 
such factors as years of service and com¬ 
pensation received by the employees. 
The determination of the amount of re¬ 
tirement benefits and the contributions 
to provide such benefits are not de¬ 
pendent upon profits. Benefits are not 
definitely determinable If funds arising 
from forfeitures on termination °* 
ice, or other reason, may be u?ed to 
provide increased benefits for the re¬ 
maining participants instead of being 
used to reduce the amount of contribu¬ 
tions by the employer. A plan design** 
to provide benefits for employees or tneu 
beneficiaries to be paid upon reilrenien* 
or over a period of years after retire* 
ment will, for the purposes of secuoo 
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401 (a>. be considered a pension plan If 
the employer contributions under the 
plan can be determined actuarially on 
the basis of definitely determinable ben¬ 
efits, or, as in the case of money purchase 
pension plans, such contributions are 
fixed without being Reared to profits. A 
pension plan may provide for the pay¬ 
ment of a pension due to disability and 
may also provide for the payment of in¬ 
cidental death benefits through insur¬ 
ance or otherwise. However, a plan la 
not a pension plan if it provides for the 
payment of benefits not customarily in¬ 
cluded in a pension plan such as layoff 
benefits or benefits for sickness, accident, 
hospitalization, or medical expenses. 

Ul> A profit-sharing plan is a plan es¬ 
tablished and maintained by an em¬ 
ployer to provide for the participation 
tn his profits by his employees or their 
beneficiaries. The plan must provide a 
definite predetermined formula for allo¬ 
cating the contributions made to the 
plan among the participants and for 
distributing the funds accumulated un¬ 
der the plan after a fixed number of 
years, the attainment of a 6tated age, 
or upon the prior occurrence of some 
event such as layoff, illness, disability, re¬ 
tirement, death, or severance of employ¬ 
ment. A formula for allocating the con¬ 
tributions among the participants is 
definite if. for example, it provides for 
on allocation In proportion to the basic 
compensation of each participant. A 
plan (whether or not it contains a defi¬ 
nite predetermined formula for deter¬ 
mining the profits to be shared with the 
employees) docs not qualify under sec¬ 
tion 401 (a) if the contributions to the 
plan are made at such times or In such 
amounts that the plan in operation dis¬ 
criminates in favor of officers, share¬ 
holders. persons whose principal duties 
consist in supervising the work of other 
employees, or highly compensated em¬ 
ployees. For the rules with respect to dis¬ 
crimination. see ($ 1.401-3 and 1-401-4. 
A profit-sharing plan within the mean¬ 
ing of section 401 is primarily a plan of 
deferred compensation, but the amounts 
allocated to the account of a participant 
m- r »y be used to provide for him or his 
iamllv incidental life or accident or 
health Insurance. 

<lil> A stock bonus plan Is a plan es¬ 
tablished and maintained by an em¬ 
ployer to provide benefits similar to those 

a profit-sharing plan, except that the 
contributions by the employer are not 
nwfv^arlly dependent upon profits and 
the benefits are distributable in stock of 
the employer company. For the purpose 
of allocating and distributing the stock 
ox the employer which is to be shared 
*mong his employees or their boneflei- 
artes, such a plan is subject to the same 
requirements as a profit-sharing plan. 

<lv) As to inclusion of full-time life 
mstirance salesmen within the class of 
Persons considered to be employees, see 
action 7701 (a) (20). 

'2> The term ''plan” implies a perma- 
as distinguished from a temporary 
program. Thus, although the employer 
reserve the right to change or ter- 
the plan, and to discontinue con- 
vicutions thereunder, the abandonment 
the plan for any reason other than 
DU *hicss necessity within a few years 
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after it has taken effect will be evidence 
that the plan from its inception was not 
a bona fide program for the exclusive 
benefit of employees in general. Espe¬ 
cially will this be true if, for example, 
a pension plan is abandoned soon after 
pensions have been fully funded for per¬ 
sons in favor of whom discrimination Is 
prohibited under section 401 (a)* The 
permanency of the plan will be indi¬ 
cated by all of the surrounding facts and 
circumstances. Including the likelihood 
of the employer's ability to continue con¬ 
tributions as provided under the plan. 
In the case of a profit-sharing plan, it 
is not necessary that the employer con¬ 
tribute every year or that he contribute 
the same amount or contribute in ac¬ 
cordance with the same ratio every year. 
However, merely making a single or 
occasional contribution out of profits for 
employees does not establish a plan of 
proflt-sharin. To be a profit-sharing 
plan, there must be recurring and sub¬ 
stantial contributions out of profits for 
the employees. In the event a plan 1s 
abandoned, the employer should prompt¬ 
ly notify the district director, stating the 
circumstances which led to the discon¬ 
tinuance of the plan. 

<3) If the plan is so designed as to 
amount to a subterfuge for the distribu¬ 
tion of profits to shareholders, it will not 
qualify as a plan for the exclusive benefit 
of employees even though other em¬ 
ployees who are not shareholders are 
also included under the plan. The plan 
must benefit the employees in general, 
although it need not provide benefits for 
all of the employees. Among the em¬ 
ployees to be benefited may be persons 
who are officers and shareholders. How¬ 
ever. a plan is not for the exclusive bene¬ 
fit of employees in general if. by any 
device whatever, it discriminates either 
in eligibility requirements, contributions, 
or benefits in favor of employees who are 
officers, shareholders, persons whose 
principal duties consist in supervising 
the work of other employees, or the 
highly compensated employees. See sec¬ 
tion 401 (a) (3), (4), and <5>. Simi¬ 
larly, a stock bonus or profit-sharing 
plan is not a plan for the exclusive bene¬ 
fit of employees in general if the funds 
therein may be used to relieve the em¬ 
ployer from contributing to a pension 
plan operating concurrently and cover¬ 
ing the same employees. All of the sur¬ 
rounding and attendant circumstances 
and the details of the plan will be indic¬ 
ative of whether it is a bona fide stock 
bonus, pension, or profit-sharing plan 
for the exclusive benefit of employees in 
general. The law is concerned not only 
with the form of a plan but also with its 
effects in operation. For example, sec¬ 
tion 401 (a) (5) specifies certain pro¬ 
visions which of themselves arc not dis¬ 
criminatory. However, this does not 
mean that a plan containing these pro¬ 
visions may not be discriminatory in 
actual operation. 

(4) A plan is for the exclusive benefit 
of employees or their beneficiaries even 
though it may cover former employees 
as well as present employees and em¬ 
ployees who are temporarily on leave, as. 
for example, in the Armed Forces of the 
United States. A plan covering only 
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former employees may qualify under sec¬ 
tion 401 (a) If It complies with the pro¬ 
visions of section 401 (a) (3) (B), with 
respect to coverage, and section 401 (a) 
( 4 ). with respect to contributions and 
benefits, as applied to all of the former 
employees. The term "beneficiaries" of 
an employee within the meaning of sec¬ 
tion 401 Includes the estate of the 
employee, dependents of the employee, 
persons who arc the natural objects of 
the employee's bounty, and any persons 
designated by the employee to share in 
the benefits of the plan after the death 
of the employee. 

(5) (l) No specific limitations arc pro¬ 
vided in section 401 (a) with respect to 
Investments which mnv be made by the 
trustees of a trust qualifying under sec¬ 
tion 401 (a). Generally, the contribu¬ 
tions may be used by the trustees to pur¬ 
chase any investments permitted by the 
trust agreement to the extent allowed by 
local law. However, such a trust w ill be 
subject to tax under section 511 with re¬ 
spect to any "unrelated business taxable 
income” (as defined in section 512) real¬ 
ized by it from its investments. Further¬ 
more, the tax-exempt status of the trust 
will be forfeited if the Investments made 
by the trustees constitute "prohibited 
transactions” within the meaning of sec¬ 
tion 503. See also the regulations under 
such sections. 

<ii> Where the trust funds are in¬ 
vested in stock or securities of, or loaned 
to. the employer or other person de¬ 
scribed in section 503 <c), full disclosure 
must be made of the reasons for such 
arrangement and the conditions under 
which such investments are made in 
order that a determination may be made 
whether the trust serves any purpose 
other than constituting part of a plan 
for the exclusive benefit of employees. 
The trustee shall report nny of such in¬ 
vestments on the return which under 
section 6033 it is required to file and 
shall with respect to any such invest¬ 
ment furnish the information required 
by such return. See i 1.6033-1. 

<c) Portions of years . A qualified 
status must be maintained throughout 
the entire taxable year of the trust in 
order for the trust to obtain any exemp¬ 
tion for such year. But see section 401 
<a> (6) and t 1.401-3. 

<d) Plan of several employers. A 
trust forming part of a plan of several 
employers for their employees will bo 
qualified if all the requirements are 
otherwise satisfied. 

<e) Returns . A trust which qualifies 
under section 401 (a) and which is ex¬ 
empt under section 501 (a) must file a 
return in accordance with section 6033 
and the regulations thereunder. See 
i 1.6033-1. In case such a trust realizes 
any unrelated business taxable income, 
as defined in section 512, such trust is 
also required to file a return with respect 
to such income. See 5 1.6012-2. 

§ 1.401-2 Impossibility of diversion 
under the trust instrument —<a) In gen¬ 
era/. (1) Under section 401 (a) (2) a 
trust is not qualified unless under the 
trust Instrument it Is impossible (in the 
taxable year end at any time thereafter 
before the satisfaction cf all liabilities to 
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employees or their beneficiaries covered 
by the trust) for any part of the trust 
corpus or income to be used for, or di¬ 
verted to, purposes other than for tho 
exclusive benefit of such employees or 
their beneficiaries. 

<2) As used in section 401 (a) (2), the 
phrase “if under the trust instrument it 
is impossible* means that the trust in¬ 
strument must definitely and affirma¬ 
tively make it Impossible for the non¬ 
exempt diversion or use to occur, whether 
by operation or natural termination of 
the trust, by power of revocation or 
amendment, by the happening of a con¬ 
tingency, by collateral arrangement, or 
by any other means. Although it is not 
essential that the employer relinquish 
ail power to modify or terminate the 
rights of certain employees covered by 
the trust, it must be impossible for the 
trust funds to be used or diverted for 
purposes other than for the exclusive 
benefit of his employees or their 
beneficiaries. 

<3) As used in section 401 (a) (2), the 
phrase ‘purposes other than for the 
exclusive benefit of his employees or 
their beneficiaries" includes ail objects 
or alms not solely designed for the 
proper satisfaction of all liabilities to 
employees or their beneficiaries covered 
by the trust. 

<b) Meaning of “liabilities". (1) The 
intent and purpose in section 401 (a) <2> 
of the phrase "prior to the satisfaction 
of all liabilities with respect to employees 
and their beneficiaries under the trust” 
Is to permit the employer to reserve the 
right to recover at the termination of 
the trust, and only at such termination, 
any balance remaining in the trust 
which is due to erroneous actuarial com¬ 
putations during the previous life of the 
trust. A balance due to an "erroneous 
actuarial computation" Is the surplus 
arising because actual requirements dif¬ 
fer from the expected requirements even 
though the latter were based upon pre¬ 
vious actuarial valuations of liabilities 
or determinations of costs of providing 
pension benefits under the plan and were 
made by a person competent to make 
such determinations in accordance with 
reasonable assumptions as to mortality, 
interest, etc., and correct procedures re¬ 
lating to the method of funding. For 
example, a trust has accumulated assets 
of $1,000,000 at the time of liquidation, 
determined by acceptable actuarial pro¬ 
cedures using reasonable assumptions as 
to interest, mortality, etc., as being nec¬ 
essary to provide the benefits In accord¬ 
ance with the provisions of the plan. 
Upon such liquidation it is found that 
$950,000 will satisfy all of the liabilities 
under the plan. The surplus of $50,000 
arises, therefore, because of the differ¬ 
ence between the amounts actuarially 
determined and the amounts actually re¬ 
quired to satisfy the liabilities. This 
$50,000. therefore. Is the amount which 
may be returned to the employer os the 
result of an erroneous actuarial com¬ 
putation. If. however, the surplus of 
$50,000 had been accumulated as a re¬ 
sult of a change in the benefit provisions 
or In the eligibility requirements of the 
plan, the $50,000 could not revert to the 
employer because such surplus would not 


be the result of an erroneous actuarial 
computation. 

(2> The term “liabilities” as used in 
section 401 (a) (2) includes both fixed 
and contingent obligations to employees. 
For example, if 1.000 employees are cov¬ 
ered by a trust forming part of a pension 
plan, 300 of whom have satisfied all the 
requirements for a monthly pension, 
while the remaining 700 employees have 
not yet completed the required period of 
service, contingent obligations to such 
700 employees have nevertheless arisen 
which constitute “liabilities" within the 
meaning of that term. It must be im¬ 
possible for the employer (or other non¬ 
employee) to recover any amounts other 
than such amounts as remain in the 
trust because of "erroneous actuarial 
computations" after the satisfaction of 
ail fixed and contingent obligations. 
Furthermore, the trust instrument must 
contain a definite affirmative provision 
to this effect, irrespective of whether 
the obligations to employees have their 
source in the trust instrument itself, m 
the plan of which the trust forms a part, 
or in some collateral instrument or ar¬ 
rangement forming a part of such plan, 
and regardless of whether such obliga¬ 
tions are. technically speaking, liabilities 
of the employer, of the trust, or of some 
other person forming a part of the plan 
or connected with it. 

$ 1.401-3 Requirements as to cover¬ 
age <&> <1) In order to insure that 
stock bonus, pension, and profit-sharing 
plans are utilized for the welfare of em¬ 
ployees in general, and to prevent the 
trust device from being used for the 
principal benefit of shareholders, officers, 
persons whose principal duties consist 
in supervising the work of other em¬ 
ployees, or highly paid employees, or as 
a means of tax avoidance, a trust will not 
be qualified unless it is part of a plan 
wiilch satisfies the coverage requirements 
of section 401 (a) (3). The percentage 
requirements in section 401 (a) (3) (A) 
refer to a percentage of all the active 
employees, including employees tempo¬ 
rarily on leave, such as those in the 
Armed Forces of the United States, if 
such employees are eligible under the 
plan. 

<2> The application of section 401 (a) 
(3) (A) may be illustrated by the follow¬ 
ing example: 

Example. An employer adopts a plan at a 
time when he has 1.000 employee#. The plan 
provides that all full-time employees who 
have been employed by him for a period of 
two years and have reached the age of 30 
shall be eligible to participate. The plan 
also requires participating employees to con¬ 
tribute 3 percent of their monthly pay. At 
the time the plan is made effective 100 of the 
1,000 employees had not been employed for 
a period of two years. Fifty of the employees 
were seasonal employees whose customary 
employment did not exceed five months in 
any calendar year. Twenty-five of the em¬ 
ployees were part-time employees whose 
customary employment did not exceed 20 
hours in any one week. One hundred and 
fifty of the full-time employees who had been 
employed for two years or more had not yet 
reached age 30. The requirements of section 
401 (a) (3) (A) will be met if 640 employees 
are covered by the plan, as shown by the 
following computation: 


(1) Total employees with respect to 
whom tbs percentage re¬ 
quirements are applicable 
(1.000 minus 175 (100 plus 60 

plus 25 1 ) —. ^ 

(tl) Employees not eligible to partici¬ 
pate because of age require¬ 
ments - 150 

(ill) Total employees eligible to par- 

tlclpcte -- 873 

(iv) Percentage of employees in item 

(1) eligible to participate.. $] + % 
(?) Minimum number of participat¬ 
ing employees to qualify tha 
plan (80 percent of 075). MO 

If only 70 percent, or 678. of the 825 em¬ 
ployees satisfied the age and service require¬ 
ments. then 462 (80 percent of 673) 

participating employees would satisfy tbs 
percentage requirements. 

<b> If a plan fails to qualify under 
the percentage requirements of section 
401 (a> (3) <A), it may still qualify un¬ 
der section 401 (a) (3> (B> provided 
always that (as required by section 401 
fa) (3) and (4)) the plan’s eligibility 
conditions, benefits, and contributions do 
not discriminate in favor of employees 
who are officers, shareholders, persons 
whose principal duties consist in super¬ 
vising the work of other employees, or 
the highly compensated employees. 

(c> Since, for the purpose of section 
401, a profit-sharing plan is a plan which 
provides for distributing the fund* ac¬ 
cumulated under the plan after a fixed 
number of years, the attainment of a 
stated age, or upon the prior occurrence 
of some event such as illness, disability, 
retirement, death, layoff, or severance of 
employment, employees who receive the 
amounts allocated to their accounts be¬ 
fore the expiration of such a period of 
time or the occurrence of such a con¬ 
tingency shall not be considered covered 
by a profit-sharing plan in determining 
whether the plan meets the coverage re¬ 
quirements of section 401 (a) <3( A) 
and <B). Thus, In case a plan permit* 
employees to receive immediately the 
amounts allocated to their accounts, or 
to have such amounts paid to n profit- 
sharing plan for them, the employees 
who receive the shares Immediately 
shall not. for the purpose of section 401, 
be considered covered by a profit-sharing 
plan. 

(d) Section 401 (a) (5) sets out cer¬ 
tain classifications that will not in them¬ 
selves be considered discriminatory. 
However, those so designated are not in¬ 
tended to be exclusive. Thus, plans may 
qualify under section 401 (a) <3> <B> 
even though coverage thereunder is lim¬ 
ited to employees who have either 
reached a designated age or have been 
employed for a designated number of 
years, or who are employed in certain 
designated departments or are in other 
classifications, provided the effect of 
covering only such employees does not 
discriminate In favor of officers, share¬ 
holders, employees whose principal 
ties consist in supervising the work of 
other employees, or highly compensated 
employees. For example, If there are 
1,000 employees, and the plan is written 
for only salaried employees, and conse¬ 
quently only 500 employees are covered, 
that fact alone will not Justify the con- 
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elusion that the plan does not meet the 
coverage requirements of section 401 (a) 
<3) <B>. Conversely. If a contributory 
plan is offered to all of the employees but 
the contributions required of the em¬ 
ployee participants are so burdensome as 
to make the plan acceptable only to the 
hiphlv paid employees, the classification 
»U1 be considered discriminatory In 
favor of such highly paid employees. 

<e> (1) Section 401 (a) (5) contains 
a provision to the effect that a classifica¬ 
tion shall not be considered discrimina¬ 
tory within the meaning of section 401 
(a) (3) <B> merely because all employees 
whose entire annual remuneration con¬ 
stitutes ' wages" under section 3121 (a) 
<1> (for purposes of the Federal Insur¬ 
ance Contributions Act) are excluded 
from the plan. A reference to section 
3121 (a) (1) for years after 1954 shall 
be deemed a reference to section 1426 
(a) (1) for years before 1955. This pro¬ 
vision. In conjunction with section 401 
(a) (3> <B>. is Intended to permit the 
qualification of plans which supplement 
the old-age and survivor insurance ben¬ 
efits under the 8oclal Security Act. 
Thus, a classification which excludes all 
employees whose entire remuneration 
constitutes "wages" under section 3121 
(a) (1), will not be considered discrimi¬ 
natory merely because of such exclusion. 
Similarly, a plan which includes all em¬ 
ployees will not be considered discrimi¬ 
natory solely because the contributions 
or benefits based on that part of their 
remuneration which Is excluded from 
*age$ under section 3121 (a) (1) differ 
from the contributions or benefits based 
on that part of their remuneration 
which is not so excluded. However. In 
making his determination with respect 
to discrimination in classification under 
section 401 (a) (3) <B>. the Commis¬ 
sioner will consider whether the total 
benefits resulting to each employee under 
the plan and under the Social Security 
Act. or under the Social Security Act 
only, establish an Integrated and corre¬ 
lated retirement system satisfying the 
tests of section 401 (a). If. therefore, a 
classification of employees under a plan 
results in relatively or proportionately 
greater benefits for employees earning 
above any specified salary amount or 
rate than for those below any such sal¬ 
ary amount or rate, it may be found to 
be discriminatory within the meaning 
of sectJon 401 (a) (3) (B>. If. however, 
the relative or proportionate differen¬ 
ces in benefits which result from such 
Ratification are approximately offset 
by the old-age and survivor insurance 
benefits which are provided by the So¬ 
cial Security Act and which are not at- 
hibutable to employee contributions un- 
ocr the Federal Insurance Contributions 
Act. the plan will be considered to be 
Properly integrated with the Social Se- 
^rity Act and will, therefore, not be 
considered discriminatory. 

<2) In determining whether a plan Is 
Properly intergrated with the Social Se- 
curity Act, the total old-age and sur¬ 
vivor Insurance benefits with respect to 
^ employee are considered to be 150 
Percent of the employee's old-age insur¬ 
ance benefits under such Act. and the 
Proportion of such total benefits which 
No. 186- 3 
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Is attributable to employee contributions 
is considered to be approximately 20 per¬ 
cent of such total benefits. These as¬ 
sumptions take into consideration the 
changes made by the Social Security 
Amendments of 1954 and the Social Se¬ 
curity Amendments of 1956. Thus, for 
example, a classification of employees 
under a noncontributory pension or 
annuity plan established In 1956 which is 
limited to employees earning In excess 
of $4,200 a year will not be considered 
discriminatory within the meaning of 
section 401 (a) (3) <B),lf: 

(1) Normal annual retirement bene¬ 
fits for any employee cannot exceed 37% 
percent of his average annual compensa¬ 
tion in excess of $4,200. where average 
annual compensation is defined to mean 
the average annual compensation over 
the highest five consecutive years. 

(ii) There are no benefits payable in 
case of death before retirement. 

(ill) The normal form of retirement 
benefit is a straight life annuity, and if 
there are optional forms, the benefit 
payments are adjusted so that the total 
value of the optional form Is the same 
as the value of the normal form of re¬ 
tirement benefits. 

Uv) Normal retirement benefits for 
employees who reach normal retirement 
age before completion of IS years of 
service with the employer cannot exceed 
2%% of average annual compensation 
In excess of $4,200 for each year of 
service. 

(v) Normal retirement age is not lower 
than age 65 for men and not lower than 
age 60 for women. 

(vi) Benefits payable In case of re¬ 
tirement or severance of employment 
before normal retirement age cannot 
exceed the actuarial equivalent of that 
proportion of the maximum normal re¬ 
tirement benefits, which might be pro¬ 
vided in accordance with subdivisions (i) 
through (v) of this subparagraph, earned 
to the date of actual retirement or sev¬ 
erance, where such proportion Is de¬ 
termined by the ratio that the actual 
number of years of service of the em¬ 
ployee at retirement or severance bears 
to the total number of years of service 
he would have had if he had remained in 
service until normal retirement age. 

In the case of a plan limited to employees 
earning over $4,200 a year but providing 
different benefits, or providing benefits 
related to years of service, or providing 
benefits purchasable by stated employer 
contributions, or under which the em¬ 
ployees contribute, or providing a com¬ 
bination of the foregoing variations, the 
plan will be considered to be properly 
Integrated only if, as determined by the 
Commissioner, the benefits provided 
thereunder by employer contributions 
cannot exceed in value the benefits de¬ 
scribed In the example. Similar prin¬ 
ciples will govern In determining 
whether a plan is properly Integrated if 
It is limited to employees whose compen¬ 
sation exceeds a stated level other than 
$4,200 a year, or if It bases benefits or 
contributions on compensation In excess 
of such a level, or if it provides for an 
offset of benefits otherwise payable under 
the plan on account of old-age and 
survivor Insurance benefits. In the case 
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of a profit-sharing or stock bonus plan 
which is limited to employees whose 
compensation is In excess of a stated 
level, or which bases contributions on 
compensation in excess of a stated level, 
similar principles will govern in deter¬ 
mining whether the plan is discrimina¬ 
tory. provided that the employer docs 
not also have in existence a pension or 
annuity plan which is integrated * with 
old-age and survivor insurance benefits 
and which provides for employer con¬ 
tributions or benefits based upon all or 
part of the same compensation consid¬ 
ered under the profit-sharing or stock 
bonus plan. In the case of a plan which 
is properly integrated with old-age and 
survivor insurance benefits as in effect 
before the Social Security Amendments 
of 1954. and which is limited to employ¬ 
ees earning in excess of a stated level, no 
adjustment is required merely because of 
the changes made by such Amendments. 

(3) A plan supplementing the Social 
Security Act and excluding all employees 
whose entire annual remuneration con¬ 
stitutes "w*agcs" under section 3121 (a) 
(1) will not. however, be deemed dis¬ 
criminatory merely because, for admin¬ 
istrative convenience, it provides & 
reasonable minimum benefit not to ex¬ 
ceed $20 a month. 

(4) Similar considerations, to the ex¬ 
tent applicable in any case, will govern 
classifications under a plan supplement¬ 
ing the benefits provided by other Fed¬ 
eral or State laws. See section 401 (a) 

(5) . 

(f) An employer may designate sev¬ 
eral trusts or a trust or trusts and on 
annuity plan or plans as constituting 
one plan which Is intended to qualify 
under section 401 (a) (3). in which case 
all of such trusts and plans taken as a 
whole may meet the requirements of such 
section. The fact that such combination 
of trusts and plans fails to qualify as one 
plan does not prevent such of the trusts 
and plans as qualify from meeting the 
requirements of section 401 <a). 

(g) It is provided in section 401 (a) 

(6) that a plan will satisfy the require¬ 
ments of section 401 (a) (3), if on at 
least one day in each quarter of the tax. 
able year of the plan it satisfies such 
requirements. This makes it possible for 
a new plan requiring contributions from 
employees to qualify If by the end of 
the quarter-year in which the plan is 
adopted It secures sufficient contributing 
participants to meet the requirements of 
section 401 (a) <3). It also affords a 
period of time in which new participants 
may be secured to replace former par¬ 
ticipants. so as to meet the requirements 
of either subparagraph (A) or <B> of 
section 401 (a) <3>. 

ft 1.401-4 Discrimination as to con¬ 
tributions or benefits . (a) (l) <1) In 

order to qualify under section 401 (a), 
a trust must not only meet the coverage 
requirements of section 401 (a) (3). but, 
as provided In section 401 <a) (4), it 
must also be part of a plan under which 
there Is no discrimination in contribu¬ 
tions or benefits in favor of officers, 
shareholders, employees whose principal 
duties consist In supervising the work of 
other employees, or highly compensated 
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employees as against other employees 
whether within or without the plan. 

01) Since, for the purpose of section 
401. a profit-sharing plan is a plan which 
provides for distributing the funds ac¬ 
cumulated under the plan after a fixed 
number of years, the attainment of a 
stated age. or upon the prior occurrence 
of some event such as illness, disability, 
retirement, death, layoff, or severance 
of employment, any amount allocated to 
an employee which is withdrawn before 
the expiration of such a period of time 
or the occurrence of such a contingency 
shall not be considered in determining 
whether the contributions under the 
plan discriminate in favor of officers, 
shareholders, employees whose principal 
duties consist in supervising the work 
of other employees, or highly compen¬ 
sated employees. Thus, in case a plan 
permits employees to receive immedi¬ 
ately the whole or any part of the 
amounts allocated to their accounts, or 
to have the whole or any part of such 
amounts paid to a profit-sharing plan 
for them, any amounts which are re¬ 
ceived immediately shall not. for the 
purpose of section 401. be considered 
contributed to a profit-sharing plan. 

(ill) Funds in a stock bonus or profit- 
sharing plan arising from forfeitures on 
termination of service, or other reason, 
must not be allocated to the remaining 
participants in such a manner as will ef¬ 
fect the prohibited discrimination. With 
respect to forfeitures in a pension plan, 
see $ 1.40-1 (b) (1) (i). 

(2) (1) Section 401 (a) (5) sets out 
certain provisions which will not in and 
of themselves be discriminatory within 
the meaning of section 401 (a) (3) or 
(4). See $ 1.401-3. Thus, a plan will 
not be considered discriminatory merely 
because the contributions or benefits bear 
a uniform relationship to total compen¬ 
sation or to the basic or regular rate of 
compensation, or merely because the 
contributions or benefits based on that 
part of the annual compensation of em¬ 
ployees which is subject to the Federal 
Insurance Contributions Act differ from 
the contributions or benefits based on 
any excess of such annual compensation 
over such part. 

(ii) The exceptions specified in sec¬ 
tion 401 (a) (5) are not an exclusive 
enumeration, but are merely a recital of 
provisions frequently encountered which 
will not of themselves constitute forbid¬ 
den discrimination in contributions or 
benefits. 

<iii> Variations in contributions or 
benefits may be provided so long as the 
plan, viewed as a whole for the benefit 
of employees in general, with ail Its at¬ 
tendant circumstances, does not dis¬ 
criminate in favor of employees within 
the enumerations with respect to which 
discrimination is prohibited. Thus, ben¬ 
efits In a stock bonus or profit-sharing 
plan which vary by reason of an alloca¬ 
tion formula which takes into considera¬ 
tion years of service, or other factors, 
are not prohibited unless they discrimi¬ 
nate in favor of such employees. 

(b) A plan which excludes all em¬ 
ployees whose entire remuneration con¬ 
stitutes wages under section 3121 (a) (1) 
(relating to the Federal Insurance Con¬ 
tributions Act), or a plan under which 
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the contributions or benefits based on 
that part of an employee’s remuneration 
which is excluded from “wages" under 
such Act differs from the contributions 
or benefits based on that part of the em¬ 
ployee’s remuneration which is not so 
excluded, or a plan under which the con¬ 
tributions or benefits differ because of 
any retirement benefit created under 
State or Federal law. will not be discrim¬ 
inatory because of such exclusion or dif¬ 
ference, provided the total benefits 
resulting under the plan and under such 
law establish an integrated and corre¬ 
lated retirement system satisfying the 
tests of section 401 (a), 

(c> Although a plan may provide for 
termination at will by the employer, this 
will not of itself prevent a trust from 
being a qualified trust. However, in 
certain cases that fact may necessitate 
some provision in the plan which will 
preclude such termination from effecting 
the prohibited discrimination. This may 
occur where, for example, certain officers 
or highly compensated employees are at 
the inception of the plan within a few 
years of retirement age and the opera¬ 
tion of the plan will fund and vest their 
benefits in a short period, thus resulting 
In such discrimination in favor of such 
officers or hightly compensated em¬ 
ployees. 

8 1.401-5 Period for which require - 
merits of section 401 (a > (3), (4), (5)* 
and (6) are applicable. A pension, 
profit-sharing, stock bonus, or annuity 
plan sh^ll be considered as satisfying the 
requirements of section 401 (a) (3), (4), 
(5), and (6) for the period beginning 
with the date on which it w r as put Into 
effect and ending with the 15th day of 
the third month following the close of 
the taxable year of the employer in 
which the plan was put into effect, if all 
the provisions of the plan which arc nec¬ 
essary to satisfy such requirements are 
in effect by the end of such period and 
have been made effective for all purposes 
with respect to the whole of such period. 
Thus, if an employer in 1954 adopts such 
a plan as of January 1. 1954. and makes 
a return on the basis of the calendar 
year, he will have until March 15, 1955, 
to amend his plan so as to make it satisfy 
the requirements of section 401 (a) (3), 
(4), (5), and (6) for the calendar year 
1954 provided that by March 15, 1955, 
all provisions of such plan necessary to 
satisfy such requirements are in effect 
and have been made retroactive for all 
purposes to January 1, 1954, the effective 
date of the plan. If an employer is on 
a fiscal year basis, for example. April 1 
to March 31, and in 1954 adopts such a 
plan effective as of April l, 1954. he will 
have until June 15, 1955. to amend his 
plan so as to make it satisfy the require¬ 
ments of section 401 (a) <3>. (4), (5), 
and <6> for the fiscal year beginning 
April 1, 1954, provided that by June 15, 
1955, all provisions of such plan neces¬ 
sary to satisfy such rcquix*emcnts are in 
effect and have been made retroactive 
for all purposes to April 1, 1954. the ef¬ 
fective date of the plan. It should be 
noted that under section 401 (b) the pe¬ 
riod in which a plan may be amended 
to qualify under section 401 (a) ends 
before the date on which taxpayers other 


than corporations are required to fils 
income tax returns. See section 6072. 

5 1.402 <a) Statutory provisions: tax¬ 
ability of beneficiary of employees * trust; 
exempt trust 

Sic. 402. Taxability of beneficiary of em¬ 
ployees' trust —(a) Taxability of bcrirjctary 
of exempt trust— (l) General rule. Except 
as provided In paragraph (2), the am ant 
actually distributed or mode available to any 
distribute* by any employees' trust described 
In section 401 (a) which U exempt from ux 
under section 501 (a) shsil be taxable to him. 
In the year in which so distributed or mads 
available, under section 72 (relating to an¬ 
nuities) except that section 72 (e) (3) shall 
not apply, 'The amount actually distributed 
or made available to any distributee shall not 
Include net unrealized appreciation In secu¬ 
rities of tho employer corporation attribut¬ 
able to the amount contributed by the 
employee. Such net unrealized apprcciailoo 
and the resulting adjustments to basts of 
such securities shall be determined In ac¬ 
cordance with regulations prescribed by the 
Secretary or his delegate. 

(2) Capital gains treatment for enrols 
distributions. In the case of an employees' 
trust described in section 401 (a), which Is 
exempt from ux under section 501 U). if 
the total distributions payable with roped 
to any employee ars paid to the distributee 
within 1 taxable year of the distributee on 
account of the employee's death or other 
separation from the service, or on account 
of the death of the employee after his sep¬ 
aration from the service, the amount of such 
distribution, to the extent exceeding the 
amounts contributed by the employee ide- 
termlned by applying section 72 (f)), which 
employee contributions shall be reduced by 
any amounts theretofore distributed to him 
which were not includible In gross Income, 
shall be considered a gain from the sal# or 
exchange of a capital asset held for more 
than 0 months. Where such total distribu¬ 
tions include securities of the employer cor¬ 
poration. there shall be excluded from such 
excess the net unrealized appreciation at¬ 
tributable to that part of the total distribu¬ 
tions which consists of the securities of the 
employer corporation so distributed. The 
amount of such net unrealized appreciation 
and the resulting adjustments to basis of 
the securities of the employer corporation 
so distributed shall be determined in ac¬ 
cordance with regulations prescribed by the 
Secretary or his delegate. 

(3) Definitions. For purposes of this sub¬ 
section— 

(A) The term "securities" means only 
shares of stock and bonds or debentures is¬ 
sued by a corporation with interest coupons 
or In registered form. 

(B) Tlie term "securities of the employ* 
corporation" Includes securities of s parent 
or subsidiary corporation (as defined in »#c- 
tion 421 (d) (2) and (3)) of the employer 
corporation. 

(C) The term "total distributions pay¬ 
able" means the balance to the credit of an 
employee which becomes payable to a dis¬ 
tributee on account of the employee's death 
or other separation from the service, or on 
account of his death after separation from 
the service. 

8 1.402 (a)-l Taxability of benefi¬ 
ciary under a trust which meets the re¬ 
quirements of section 401 fa)— 
general (1) (1) Section 402 relates to 
the taxation of the beneficiary of an em¬ 
ployees’ trust. If an employer makes a 
contribution for the benefit of an em¬ 
ployee to a trust described in section 401 
(a) for the taxable year of the employ** 
which ends within or with a taxable yes* 
of the trust for which the trust Is exempt 
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under section 501 (a), the employee is 
not required to include such contribution 
in hi* income except for the year or years 
m which such contribution is distributed 
oc made available to him. It is im¬ 
material in the case of contributions to 
an exempt trust whether the employee’s 
nshts in the contributions to the trust 
are forfeitable or nonforfeitable either 
at the time the contribution is made to 
the trust or thereafter. 

(ii) The provisions of section 402 (a) 
relate only to a distribution by a trust 
described in section 401 (a) which is 
exempt under section 501 (a) for the 
taxable year of the trust In which the 
distribution is made. The distribution 
from ruch an exempt trust when received 
or made available is taxable to the dis¬ 
tributee to the extent provided in sec¬ 
tion 72 \relating to annuities), except 
that section 72 (e) (3) (relating to the 
treatment of certain lump sums) shall 
not apply, and except that certain total 
distributions described in section 402 (a) 

(2) are taxable as long-term capital 
gains For the treatment of such total 
distributions, see subparagraph (6) of 
this paragraph. Under certain circum¬ 
stances. an amount representing the un- 
ftattzed appreciation in the value of the 
securities of the employer is excludable 
from gross income for the year of dis¬ 
tribution, For the rules relating to such 
exclusion, see paragraph (b) of this 
section. Furthermore, the exclusion pro- 
tided by section 105 (d) Is applicable to 
• distribution from a trust described In 
section 401 (a) and exempt under sec¬ 
tion 501 ta) if such distribution consti¬ 
tutes wages or payments in Ueu of wages 
for a period during which an employee 
» absent from work on account of a per¬ 
sonal Injury or sickness (see section 105 
*nd the regulations thereunder). 

<tii> Except as provided in paragraph 
<b> of thia section, a distribution of prop- 
erty by a trust described in section 401 
and exempt under section 501 (a) 
be taken into account by the dis¬ 
tributee at its fair market value. For 
«&nip!e, where a United States savings 
pond which was purchased by a trustee 
to Its own name later is distributed by 
xuch trust, it shall be taken into account 
At its redemption value at the time of 
distribution and such redemption value 
JJtoN be the distributee’s basts for the 
OQnd for the purpose of determining the 
Went to which income is realized upon 
iw ultimate redemption. 

{h * If a trust is exempt for the tax- 
tbIe year in which the distribution oc- 
w$, but was not so exempt for one or 
more prior taxable years under section 
<a> (or under section 165 (a) of the 
totcrnal Revenue Code of 1939 for years 
to vhich such section was applicable), 
toe contributions of the employer which 
includible in the gross income of 
toe employee for the taxable year when 
shall, in accordance with section 
V* also be treated as part of the 
consideration paid by the employee. 

<v> if the trust is not exempt at the 
tone the distribution is received by or 
jnaoe available to the employee, see sec- 
Uon 402 (b) and 5 1.402 <b)-l (b). 

2> if a trust described in section 401 
Jtod exempt under section 501 (a) 
Purchases an annuity contract for an 
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employee and distributes it to the em¬ 
ployee in a year for which the trust is 
exempt, the contract containing a cash 
surrender value which may be available 
to an employee by surrendering the con¬ 
tract, such cash surrender value will not 
be considered income to the employee 
unless and until the contract is sur¬ 
rendered. If. however, the contract dis¬ 
tributed by such an exempt trust Is a 
retirement income, endowment, or other 
life insurance contract and is distributed 
after October 26. 1956. the entire cash 
value of such contract at the time of 
distribution must be Included in the dis¬ 
tributee's income in accordance with the 
provisions of section 402 (a), except to 
the extent that, within 60 days after the 
distribution of such contract, all or any 
portion of such value is irrevocably con¬ 
verted Into a contract under which no 
part of any proceeds payable on death 
at any time would be excludable under 
section 101 (a) (relating to life insurance 
proceeds). 

(3) <1) If a trust described in section 
401 (a) and exempt under section 501 
(a) purchases under the plan retire¬ 
ment Income, endowment, or other con¬ 
tracts providing life insurance protec¬ 
tion, payable upon the death of the em¬ 
ployee participants, and either— 

(a) The proceeds of such life insur¬ 
ance are payable to a beneficiary of the 
employee participant, other than the 
trust, or 

(b) In case such proceeds are payable 
to the trust, by the terms of the plan the 
trustee is required to pay over all of such 
proceeds to a beneficiary of the employee 
participant, 

then, the portion of the premiums paid 
for the life insurance protection pro¬ 
vided under such contracts from either 
the contributions of the employer or 
earnings of the trust will constitute in¬ 
come to the employee for the year or 
years in which the contributions or earn¬ 
ings are applied toward the purchase of 
such life insurance. If the amount pay¬ 
able upon death at any time during tho 
year exceeds the cash value of the in¬ 
surance policy at the end of the year, the 
entire amount of such excess will be con¬ 
sidered current life insurance protec¬ 
tion. The cost of such Insurance will be 
considered to be a reasonable net pre¬ 
mium cost, as determined by the Com¬ 
missioner, for such amount for tho 
appropriate period. The amount thus to 
be Included In the gross Income of the 
employee under this subdivision shall be 
considered as premiums or other con¬ 
sideration paid or contributed by the 
employee only with respect to any bene¬ 
fits attributable to the contract provid¬ 
ing the life Insurance protection. 

(ii) The determination of the cost of 
life Insurance protection may be illus¬ 
trated by the following example: 

Example. A policy purchased under a 
qualified plan for an employee provides an 
annuity of 1100 per mouth upon retirement 
at age S3, with a minimum death benefit 
of SI0.000. The Insurance payable If death 
occurred In the first year would be $10,000. 
The cash value at the end o! the first year Is 
0. The net Insurance Is therefore $10,000 
minus 0. or $10,000. Assuming that the 
Commissioner has determined that a rea¬ 
sonable net premium for the employee’s age 
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Is $505 per $1,000. the premium for $10,000 
of Ufe insurance U therefore $58.50, and 
this is tho amount to be reported as In¬ 
come by tho employco for tho year. The 
balance of the premium is the amount con¬ 
tributed for the annuity, which U not tax¬ 
able to the employee under a plan meeting 
the requirements of section 401 (a), except as 
provided under section 402 (a). Assuming 
that the cash value at tbo end of the second 
year Is $500. the net insurance would then 
be $9,500 for the second year. With a net 
1-ycor term rate of $6.30 for tho employee** 
age In tho second year, the amount to bo 
reported as Income to tho employee would bo 
$59.85. 

(Ill) This subparagraph shall not ap¬ 
ply If the trust has a right under any 
circumstances to retain any part of tho 
proceeds of the life insurance contract. 
But sec subparagraph (4) (iv) relating 
to the taxability of the distribution of 
such proceeds to a beneficiary. 

(4) (i) In case a trust described in 
section 401 (a) and exempt under section 
501 (a) cither— 

(a) Has purchased a retirement in¬ 
come. endowment, or other life insurance 
contract, and the employee either paid 
the cost of the Insurance or was taxable 
on the cost of the Insurance under sub- 
paragraph (3) of this paragraph, or 

(6) Has purchased an annuity con¬ 
tract. the amounts payable under any 
such contract by reason of the death of 
the employee are taxable under the rules 
of subdivision (11) of this subparagraph, 
except in the case of a joint and survivor 
annuity. 

(il> (a) In the case of an annuity 
contract, the death benefit Is the ac¬ 
cumulation of the premiums (plus earn¬ 
ings thereon) which is Intended to fund 
pension or other deferred benefits under 
a pension or profit-sharing plan. Such 
death benefits are not In the nature of 
life insurance and are not excludable 
from gross Income under section 101 (a), 

(b) In the case of a retirement in¬ 
come. endowment, or other life insurance 
contract under which there is a reserve 
accumulation which is Intended to fund 
pension or other deferred benefits under 
a pension or profit-sharing plan, such 
reserve accumulation constitutes the 
source of the cash value of the contract 
and approximates the amount of such 
cash value. The portion of the proceeds 
paid upon the death of the insured em¬ 
ployee which Is equal to the cash value 
Immediately before death is not exclud¬ 
able from gross Income under section 
101 (a). The remaining portion, if any, 
of the proceeds paid to the beneficiary 
by reason of the death of the insured 
employee—that Is. the amount in excess 
of the cash value—constitutes current 
insurance protection and is excludable 
under section 101 (a>. 

(c> The death benefit under an an¬ 
nuity contract, or the portion of the 
death proceeds under a retirement in¬ 
come, endowment, or other Ufe insur¬ 
ance contract which is equal to the cash 
value of the contract immediately before 
death, constitutes a distribution from the 
trust consisting in whole or in part of 
deferred compensation and is taxable to 
the beneficiary in accordance with sec¬ 
tion 402 (a> and the provisions of this 
paragraph, except to the extent that the 
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limited exclusion from income provided 
In section 101 (b) Is applicable. 

(d) In the case of a retirement income, 
endowment, or other life insurance con¬ 
tract under which the benefits are paid 
at a date or dates later than the death 
of the employee, section 101 (d) is appli¬ 
cable only to the portion of the benefits 
which is attributable to the amount ex¬ 
cludable under section 101 <a>. The por¬ 
tion of such benefits which is attributable 
to the cash value of the contract imme¬ 
diately before death is taxable under sec¬ 
tion 72 (relating to annuities), and in 
such case, any amount excludable under 
section 101 <b) is treated as additional 
consideration paid by the employee in 
accordance with section 101 (b) (2) <D>. 

fill > The application of the rules un¬ 
der subdivision <ii) of this subparagraph 
with respect to the taxability of proceeds 
of a retirement income, endowment, or 
other life insurance contract paid by 
reason of the death of an insured em¬ 
ployee who has paid no contributions 
under the plan is illustrated by the fol¬ 
lowing examples: 
example ( 1 ). 

Total face amount of the contract 
payable In a lump-sum at time of 

.—.f23,000 

Cash value of the contract Immedi¬ 
ately before death__ 11.000 


Excess over cash value, excludable 
under section 101 (a) ... 14. 000 


Cash value subject to limited exclu¬ 
sion under section 101 (b)..__ 11.000 

Excludable under section 101 (b) 
(assuming that there la no other 
death benefit paid by or on behalf 
of any employer with respect to 
the employee)____ 5.000 


Balance taxable in accordance with 
aectton 402 (a) (2) (assuming a 
total distribution in one taxable 

year of the distributee)___ e, 000 

Portion of premiums taxed to em¬ 
ployee under the provisions of 
subparagraph (3) of this para¬ 
graph and considered as contribu¬ 
tions of the employee_ 040 


Balance taxable os long-term capi¬ 
tal gain.... 6, 060 

Example (2). The facta are the same as In 
example (1), except that the contract pro¬ 
vides that the beneficiary may elect within 
60 day* after the death of the employee 
either to take the 625,000 or to receive 10 
annual installments of 63.000 each, and the 
beneficiary elects to receive the 10 Install¬ 
ments. In addition, the employee's rights 
to the cash value Immediately before his 
death were forfeitable at least to the extent 
of 65.000 Section 101 (d) Is applicable to 
the amount excludable under section 101 
(a), that Is, 614,000. The portion of each 
annual installment of 63.000 which is attrib¬ 
utable to this 614.000 Is determined by allo¬ 
cating each installment In accordance with 
the ratio which this 614.000 bear* to the 
total amount which was payable at death 
(625,000). Accordingly, the portion of each 
annual Installment which Is subject to sec¬ 
tion 101 <d) 1* 61.680 (i% of 63.000). of 
W'hlch. 61.400 (Mo Of 614.000) 1* excludable 
under section 101 (a), and the remaining 
6280 is includible In the gross income of the 
beneficiary. However. If the beneficiary is a 
surviving spouse as defined In section 101 
(d) (3), the exclusion provided by section 
101 (d) (1) (B) Is applicable to such 6280. 
The remaining portion of each annual 63.000 
Installment. 61.320. Is attributable to the 


cash value of the contract and Is treated 
under section 72. as follows: 

Amount actually contributed by the 

employee____ oo 

Amount considered contributed by 
employee by reason of section 101 

(*>>—.. 65,000 

Portion of premiums taxed to em¬ 
ployee under the provisions of 
subparagraph (3) of this para¬ 
graph and considered as contri¬ 


butions of the employee_.... 040 


Investment In the contract__ 5,940 

Expected return, 10X61.320_ 13,200 

Exclusion ratio. 65.940 $13.200_ .45 

Annual exclusion. .45X61.320. 624 


Accordingly. 6594 of the 61.320 portion of 
each annual Installment Is excludable each 
year under section 72. and the remaining 
6726 Is Includible. Thus. If the beueftclary 
U not a surviving spouse, a total of 41.006 
(4280 plus 4726) of each annual 43.000 In¬ 
stallment Is includible In income each year. 
If the beneficiary is a surviving spouse, and 
can exclude all of the 6280 under section 
101 (d) ( 1 ) (B). the amount Includible in 
gross Income each year la 6726 of each an¬ 
nual 63.000 Installment. 

(lv) If an employee neither paid the 
total cost of the life insurance protection 
provided under a retirement Income, en¬ 
dowment. or other life insurance con¬ 
tract, nor was taxable under subpara¬ 
graph (3) of this paragraph with respect 
thereto, no part of the proceeds of such a 
contract which are paid to the bene¬ 
ficiaries of the employee as a death bene¬ 
fit is excludable under section 101 (a). 
The entire distribution Is taxable to the 
beneflclariea under section 402 (a) ex¬ 
cept to the extent that a limited ex¬ 
clusion may be allowable under section 
101 (b). 

(5) If pension or annuity payments or 
other benefits are paid or made available 
to the beneficiary of a deceased employee 
or a deceased retired employee by a trust 
described in section 401 <&) which is ex¬ 
empt under section 501 (a), such 

amounts are taxable in accordance with 
the rules of section 402 (a) and this 
section. In case such amounts are tax¬ 
able under section 72. the “investment In 
the contract'* shall be determined by ref¬ 
erence to the amount contributed by the 
employee and by applying the rules of 
sections 72 <c>, 72 (f). 101 (b> (2) (D) 
and subparagraph (3) of this paragraph. 
In case the amounts paid to. or includible 
in the gross income of, the beneficiaries 
of the deceased employee or deceased 
retired employee constitute a distribu¬ 
tion to which subparagraph (6) of this 
paragraph is applicable, the extent to 
which the distribution is taxable is deter¬ 
mined by reference to the contributions 
of the employee, by reference to any 
prior distributions which were excludable 
from gross income as a return of em¬ 
ployee contributions, and by applying the 
rules of sections 72 (f).101 (b). and sub- 
paragraph (3) of this paragraph. 

(6) (1) If the total distributions pay¬ 
able with respect to any employee under 
a trust described in section 401 (a) which 
In the year of distribution is exempt 
under section 501 (a) are paid to, or in¬ 
cludible in the gross income of. the dis¬ 
tributee within one taxable year of the 
distributee on account of the employee's 
death or other separation from the serv¬ 
ice, or death after such separation from 


service, the amount of such distribution, 
to the extent it exceeds the net amount 
contributed by the employee, shall be 
considered a gain from the sale or ex- 
change of a capital asset held for more 
than six months. The total distributions 
payable are includible in the gross in¬ 
come of the distributee within one tax¬ 
able year If they are made available to 
such distributee and the distributee falli 
to make a timely election under section 
72 (h) to receive an annuity in lieu of 
such total distributions. For rules relat¬ 
ing to the treatment of such total dis¬ 
tributions in the case of a nonresident 
alien individual, see section 871 and 1441 
and the regulations thereunder. The 
“net amount contributed by the em¬ 
ployee*' is the amount actually contrib¬ 
uted by the employee plus any amounts 
considered to be contributed by the em¬ 
ployee under the rules of sections 72 <f), 
101 <b>. and subparagraph (3) of this 
paragraph, reduced by any amounts 
theretofore distributed to him which 
were excludable from gross income os a 
return of employee contributions. See, 
however, paragraph (b) of this section 
for rules relating to the exclusion of 
amounts representing net unrealised ap¬ 
preciation in the value of securities of 
the employer corporation. 

<U> The term “total distributions 
payable*' means the balance to tbs 
credit of an employee which becomes 
payable to a distributee on account of 
the employee's death or other separation 
from the service or on account of his 
death after separation from the service. 
Thus, distributions made before a total 
distribution (for example, annuity pay¬ 
ments received by the employee after re¬ 
tirement), will not defeat application of 
the capital gains treatment with respect 
to the total distributions received by 6 
beneficiary upon the death of the em¬ 
ployee after retirement. However, a dis¬ 
tribution on separation from service will 
not receive capital gains treatment un¬ 
less it constitutes the total amount in 
the employee’s account at the time of 
his separation from service. If the total 
amount in the employee's account at the 
time of his death or other separation 
from the service or death after separa¬ 
tion from the service is paid or includible 
in the gross income of the distributee 
within one taxable year of the distrib¬ 
utee, such amount is entitled to the capi¬ 
tal gains treatment notwithstanding 
that in a later taxable year an additional 
amount, attributable to the last year of 
service, is credited to the account of the 
employee and distributed. 

Ciii> If an employee retires and com¬ 
mences to receive an annuity but subse¬ 
quently, in some succeeding taxable year, 
is paid a lump sum in settlement of all 
future annuity payments, the capital 
gains treatment does not apply to 
lump sum settlement paid during the 
lifetime of the employee since it is not a 
payment on account of separation from 
the service, or death after separation, 
but is on account of the settlement of 
future annuity payments. 

(iv) If the “total distributions pay¬ 
able" are paid or includible in the gross 
income of several distributees within one 
taxable year on account of the em¬ 
ployee's death or other separation from 
the service or on account of his death 
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after separation from the service, the 
capital Rains treatment la applicable. 
The total distributions payable are paid 
within one taxable year of the distribu¬ 
tees when, for example, a portion of 
nxh total is distributed In cash to 
oce distributee and the balance Is 
used to purchase an annuity contract 
which Is distributed to the other dis¬ 
tributee, However, if the share of any 
distributee Is not paid or includible in 
his gross income within the same tax- 
tblc yrtir in which the shares of the 
other distributees are paid or includible 
to their gross income, none of the dis¬ 
tributees is entitled to the capital gains 
treatment, since the total distributions 
payable are not paid or includible in the 
distributees* gross income within one 
taxable year. For example. If the total 
diitributions payable are made avail¬ 
able to each of two distributees and one 
elects to receive his share in cash while 
the other makes a timely election under 
lection 72 <h) to receive his share in 
Installment payments from the trust, 
the capital gains treatment does not 
tpply to either distributee. 

(v) For regulations as to certain plan 
fenalrmtlons. see S 1.402 ie)-l. 

lb> Dijfrfbutionj including securities 
of the employer corporaton —(1) In 
mere!, (i) if a trust described in sec¬ 
tion 401 (a) which is exempt under sec¬ 
tion 501 (a) makes a distribution to a 
ffliiributee. and such distribution in¬ 
cludes securities of the employer corpo¬ 
ration. the amount of any net unrealized 
appreciation in such securities shall be 
excluded from the distributee’s Income 
to the year of such distribution to the 
following extent: 

If the distribution constitutes a 
total distribution to which the rules of 
Paragraph (a) (6) of this section are 
applicable, the amount to be excluded is 
the entire net unrealized appreciation 
attributable to that part of the total 
distribution which consists of securities 
of the employer corporation; and 
<b) If the distribution is other than 
a total distribution to which paragraph 
( a) (6) of this section is applicable, the 
amount to be excluded Is that portion of 
the net unrealized appreciation in the 
•purities of the employer corporation 
Jtofch is attributable to the amount con¬ 
sidered to be contributed by the em- 
to the purchase of such securities, 
«ie amount of net unrealized apprecia- 
^ which Is excludable under the 
25? of (a) and <b> of this subdivi- 
shall not be Included In the 
of the securities in the hands of 
jjjf distributee at the time of distribu- 
r 53 ? *or purposes of determining gain 
7 5? their subsequent disposition. 
hi the case of a total distribution the 
*®ouru of net unrealized appreciation 
•Wch is not Included in the basis of 
we ic-curitles in the hands of the dlstrib- 
r? ? the time of distribution shall be 
oonudered as a gain from the sale 
* exchange of a capital asset held 
or more than six months to the extent 
.TT; RUc h appreciation is realized in a 
sequent taxable transaction. How- 
t to* Bain realized by the dls- 
i&utce in a subsequent taxable transac- 
on exceeds the amount of the net 
onrealtzed appreciation at the time of 
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distribution, such excess shall constitute 
a long-term or short-term capital gain 
depending upon the holding period of 
the securities in the hands of the dis¬ 
tributee. 

<11> For purposes of section 402 (ft) 
and of this secUon. the term "securities" 
means only shares of stock and bonds or 
debentures issued by a corporation with 
Interest coupons or in registered form, 
and the term "securities of the employer 
corporation" Includes securities of a 
parent or subsidiary corporation (as de¬ 
fined in section 421 (d) (2) and (3). re¬ 
lating to employee stock options) of the 
employer corporation. 

(2) Determination of net unrealized 
appreciation . (i) The amount of net 

unrealized appreciation in securities of 
the employer corporation which are dis¬ 
tributed by the trust is the excess of the 
market value of such securities at the 
time of distribution over the cost or other 
basis of such securities to the trust. 
Thus, if a distribution consists in part of 
securities which have appreciated in 
value and in part of securities which 
have depreciated in value, the net un¬ 
realized appreciation shall be considered 
to consist of the net increase in value of 
all of the securities included In the dis¬ 
tribution. For this purpose, two or more 
distributions made by a trust to a dis¬ 
tributee in a single taxable year of the 
distributee shall be treated as a single 
distribution. 

Cil> For the purpose of determining 
the net unrealized appreciation cm a dis¬ 
tributed security of the employer cor¬ 
poration. the cost or other basis of such 
security to the trust shall be computed 
in accordance with whichever of the 
following rules is applicable: 

(a) If a security was earmarked for 
the account of a particular employee at 
the time It was purchased by or con¬ 
tributed to the trust so that the cost or 
other basis of such security to the trust 
is reflected in the account of such em¬ 
ployee, such cost or other basis shall be 
used. 

<b) If as of the close of each taxable 
year of the trust (or other specified 
period of time not In excess of 12 con¬ 
secutive calendar months) the trust al¬ 
locates among the accounts of partici¬ 
pating employees all securities acquired 
by the trust during the period (exclusive 
of securities unallocated under a plan 
providing for allocation in whole shares 
only), the cost or other basis to the trust 
of any securities allocated as of the close 
. of a particular allocation period shall be 
the average cost or other basis to the 
trust of all securities of the same type 
which were purchased or otherwise ac¬ 
quired by the trust during such alloca¬ 
tion period. For purposes of determin¬ 
ing the average cost to the trust of se¬ 
curities Included in a subsequent alloca¬ 
tion, the actual cost to the trust of the 
securities unallocated as of the close of 
a prior allocation period shall be deemed 
to be the average cost or other basis to 
the trust of securities of the same type 
allocated as of the close of such prior 
allocation period. 

(c) In a case where neither (a) nor 
(b) of this subdivision is applicable, if 
the trust fund, or a specified portion 
thereof, is invested exclusively in one 
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particular type of security of the em¬ 
ployer corporation, and if during the 
period the distributee participated in the 
plan none of such securities has been sold 
except for the purpose of paying benefits 
under the trust or for the purpose of 
enabling the trustee to obtain funds with 
which to exercise rights which have ac¬ 
crued to the trust, the cost or other basis 
to the trust of all securities distributed 
to such distributee shall be the total 
amount credited to the account of such 
distributee (or such portion thereof as 
was available for Investment in such 
securities) reduced by the amount avail¬ 
able for investment but uninvested on 
the date of distribution. If at the time 
of distribution to a particular distributee 
a portion of the amount credited to his 
account Is forfeited, appropriate adjust¬ 
ment shall be made with respect thereto 
in determining the cost or other basis 
to the trust of the securities distributed. 

(d) (f) In all other cases, there shall 
be used the average cost (or other basis) 
to the trust of all securities of the em¬ 
ployer corporation of the type distributed 
to the distributee wrhlch the trust has on 
hand at the time of the distribution, or 
w hich the trust had on hand on a speci¬ 
fied Inventory date which date does not 
precede the date of distribution by more 
than twelve calendar months. If a dis¬ 
tribution Includes securities of the em¬ 
ployer corporation of more than ona 
type, the average cost (or other basis) 
to the trust of each type of security dis¬ 
tributed shall be determined. The aver¬ 
age cost to the trust of securities of the 
employer corporation on hand on a 
specified inventory date (or on hand at 
the time of distribution) shall be com¬ 
puted on the basis of their actual cost, 
considering the securities most recently 
purchased to be those on hand, or by 
means of a moving average calculated 
by subtracting from the total cost of 
securities on hand Immediately preced¬ 
ing a particular sale or distribution an 
amount computed by multiplying the 
number of securities sold or distributed 
by the average cost of all securities on 
hand preceding such sale or distribution. 

(2) These methods of computing av¬ 
erage cost may be illustrated by the fol¬ 
lowing examples: 

Example (1). A, a distributee who makes 
hi* Income tax returns on the basts of a 
calendar year, receives on August 1. 10S4. in 
a total distribution, to which paragraph (a) 
( 6 ) of this section 1 s applicable, ten share* 
of class D stock of the employer corporation. 
On July 1, 1954 (the specified Inventory date 
of the trust), the trust hud on hand 60 
shares of class D stock. The average cost 
of the 10 share* distributed, on the basts 
of the actual cost method. Is $100 computed 
as follows: 


Bharw 

r or those 
date 

Cost pec 
altsrv 

Tots! cost 

ao 

Jacr H IK* 

1101 

•2,090 

40 

Jan. 10, IKS 

ltd 


so 

Oct. 20,1*2 

15 

l.t«0 

to 



8.000 


Example (2). B. a distributee who makes 
his Income tax returns on the basis of a 
calendar year, receives on October 31. 1954, 
in a total distribution, to which paragraph 
(a) ( 6 ) of this section Is applicable. 20 
shares of class E stock of the employer cor- 
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potation. Tha apactflad Inventory data of 
the triut la the last day of each calendar 
year. The trust had on hand on December 
31. 1032. 1.000 share# of claaa E stock of tha 
employer corporation. During the calendar 
year 1033 the trust distributed to four dis¬ 
tributees a total of 100 shares of such stock 
and acquired, through a number of pur¬ 
chases. a total of 120 shares. The average 
cost of tha 20 shares distributed to B. on the 
basis of the moving average method, is 932 
computed as follows: 



Shore* 

Total 
ani 

Aver- 

aro 

Cu*t 

On liAnrl Dec. Si. . 

1)1*4 rlbuied during t vld at ®v 
era#* ant at ... 

1.0*» 

100 

430.000 

5,000 

WO 

rttrdwcd durtnc _ 

On hand Dec. 31.1DM . 


WO 

1® 

1.U2U 

III 



as 



<3> Unrealized appreciation attribute 
able to employee contributions. In any 
case in which It U necessary to deter* 
mine the amount of net unrealized ap¬ 
preciation in securities of the employer 
corporation which is attributable to con¬ 
tributions made by an employee: 

<i> The cost or other basis of the 
securities to the trust and the amount of 
net unrealized appreciation shall first be 
determined in accordance with the rules 
in paragraph (b) (2) of this section; 

(il) The amount contributed by the 
employee to the purchase of the securi¬ 
ties shall be solely the portion of his ac¬ 
tual contributions to the trust properly 
allocable to such securities, and shall not 
Include any part of the increment In the 
trust fund expended in the purchase of 
the securities; 

(1U) The amount of net unrealized ap¬ 
preciation in the securities distributed 
which Is attributable to the contribu¬ 
tions of the employee shall be that pro¬ 
portion of the net unrealized apprecia¬ 
tion determined under the rules of sub- 
paragraph <2> of this paragraph which 
the contributions of the employee prop¬ 
erly allocable to such securities bear to 
the cost or other basis to the trust of 
the securities; 

(iv> If a distribution consists solely of 
securities of the employer corporation, 
the contributions of the employee ex¬ 
pended in the purchase of such securi¬ 
ties shall be allocated to the securities 
distributed In a manner consistent with 
the principles set forth in subparagraph 
(2) (li) (a), (6), (c), or (d> of this para¬ 
graph. whichever Is applicable. Thus, 
the amount of the employee's contribu¬ 
tion which can be Identified as having 
been expended in the purchase of a par¬ 
ticular security shall be allocated to such 
security, and the amount of such con¬ 
tribution which cannot be so identified 
shall be allocated ratably among the se¬ 
curities distributed. If a distribution 
consists in part of securities of the em¬ 
ployer corporation and in part of cash 
or other property, appropriate allocation 
of a portion of the employee's contribu¬ 
tion to such cash or other property shall 
be made unless such allocation is incon¬ 
sistent with the terms of the plan or 
trust. 

<v> The application of this subpara¬ 
graph may be illustrated by the following 
example; 
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Example. A trust distributes ten share# 
of stock issued by the employer corporation 
each of which has an average cost to tha 
trust of $100. oonslsttng of employee con¬ 
tributions In the amount of $60 and em¬ 
ployer contributions in the amount of $40. 
and on the date of distribution has a fair 
market value of $130. The portion of the 
net unrealized appreciation attributable to 
the contributions of the employee with re¬ 
spect to each of the shares of stock is $43 
computed as follows: 

(1) Value of one share of stock on 

distribution date_ $!80 

|2> Employee contributions.....__ 00 

(3) Employer contributions_ 40 


(4) Total contributions_...._ too 

(5) Net unrealized appreciation.__ 80 

(6) Portion of net unrealized appre¬ 

ciation attributable to em¬ 
ployee contributions. 

(amount of employee contribu¬ 
tions (item 2) over total 
contributions (Item 4 ) of $80 
(item 3))- 48 

(vi> For the purpose of determining 

gain or loss to the distributee In the year 
or years in which any share of stock 
referred to in the example in subdivision 
(v) of this subparagraph Is sold or 
otherwise disposed of In a taxable trans¬ 
action. the basis of each such share in 
the hands of the distributee at the time 
of the distribution by the trust will be 
$132 computed as follows: 


(a) Employee contributions__ $60 

(b) Employer contributions (taxable 

as ordinary Income in the year 
the securities were distributed). 40 


(c) Portion of net unrealized appre¬ 
ciation attributable to employer 
contribution® (Item (5) minus 
item (6)) (taxable as ordinary 
Income In the year the securi¬ 
ties were distributed)___ 32 


(tf) Basis of stock_____ 132 

<4> Change in exempt status of trust . 
For principles applicable in making ap¬ 
propriate adjustments if the trust was 
not exempt for one or more years before 
the year of distribution, see paragraph 
<a) of this section. 

5 1.402 (b) Statutory provisions; tax- 
ability of beneficiary of employees' trust; 
non-exempt trust. 

Sac. 402. Taxability of beneficiary of em* 
ployed* trust. • • • 

(b) Taxability of beneficiary of non-ex¬ 
empt trust. Contributions to an employees* 
trust mado by an employer during a taxabl# 
year of the employer which ends within or 
with a taxable year of the trust for which 
the trust is not exempt from tax under sec¬ 
tion 601 (a) shall be Included In tho gross 
Income of an employee for the taxable year 
In which the contribution Is made to the 
trust in the case of an employe# whose bene¬ 
ficial interest in such contribution is nonfor¬ 
feitable at the time the contribution Is made. 
The amount actually distributed or mode 
available to any distributee by any such trust 
shall be taxable to him, In the year In which 
so distributed or made available, under sec¬ 
tion 72 (relating to annuities) except that 
section 72 (e) (3) shall not apply. 

5 1.402 (b)-l Treatment of bene¬ 
ficiary of a trust not exempt under sec¬ 
tion SOt (a)—(a) Taxation by reason of 
employer contributions . (1) Except as 
provided In section 402 id), any contri¬ 


bution made by an employer on behalf of 
an employee to a trust during a taxable 
year of the employer which ends within 
or with a taxable year of the trust for 
which the trust is not exempt under sec¬ 
tion 501 (a), shall be included in income 
of the employee for his taxable year dur¬ 
ing which the contribution is made if the 
employee's beneficial interest in the con- 
tnbutlon Is nonforfeitable at the time the 
contribution is made. If the employee*! 
beneficial interest In the contribution li 
forfeitable at the time the contribution 
is made even though his interest becomes 
nonforfeitable later, the amount of such 
contribution is not required to be in¬ 
cluded in the income of the employee at 
the time his Interest becomes nonfor¬ 
feitable. 

(2) (l) An employee's beneficial Inter¬ 
est In the contribution Is nonforfeitable 
within the meaning of sections 402 <b>. 
403 (b). and 404 ca) (5) at the time the 
contribution is made if there is no con¬ 
tingency under the plan which may cause 
the employee to lose his rights in the 
contribution. For example, if under 
the terms of a pension plan, an employee 
upon termination of his services before 
the retirement date, whether voluntarily 
or involuntarily, is entitled to a deferred 
annuity contract to be purchased with 
the employer's contributions made on 
his behalf, or is entitled to annuity pay¬ 
ments which the trustee is obligated to 
make under the terms of the trust In¬ 
strument based on the contributions 
made by the employer on his behalf, the 
employee’s beneficial interest in such 
contributions is nonforfeitable. 

(ii> On the other hand. If, under the 
terms of a pension plan, an employee 
will lose the right to any annuity pur¬ 
chased from, or to be provided by. con¬ 
tributions made by the employer if his 
services should be terminated before re¬ 
tirement. his beneficial Interest in such 
contributions Is forfeitable. 

(ill) The mere fact that an employes 
may not live to the retirement date, or 
may live only a short period after the 
retirement date, and may not be able to 
enjoy the receipt of annuity or pennon 
payments, does not make his beneficial 
interest in the contributions made by 
the employer on his behalf forfeitable. 
If the employer's contributions have been 
irrevocably applied to purchase an an¬ 
nuity contract for the employee, or if 
the trustee is obligated to use the em¬ 
ployer’s contributions to provide an an¬ 
nuity for the employee provided only 
that the employee is alive on the dates 
the annuity payments are due. the em¬ 
ployee's rights in the employer s con¬ 
tributions are nonforfeitable. 

(b> Taxation of distributions from 
trust not exempt under section SOI (ch 
Any amount actually distributed or mad* 
available to any distributee by an em¬ 
ployees’ trust which is not exempt under 
section 501 (a) for the taxable year or 
the trust In which the distribution * 
made shall be taxable in the year m 
which so distributed or made available, 
under section 72 (relating to annuities i ♦ 
except that section 72 <e> <3> sh^ 
apply- If. for example, the distribution 
from such a trust consists of an annuity 
contract, the amount of the distribution 
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shall be considered to be the entire valua 
of the contract at the time of distribu¬ 
tion, and such value Is Includible In the 
gross income of the distributee at the 
time of the distribution to the extent that 
such value exceeds the Investment In the 
contract determined by applying sections 
72 and 101 <b). The distributions 
by such an employees* trust shall be 
taxed as provided in section 72, whether 
or not the employee** rights to the con¬ 
tributions were nonforfeitable when the 
contributions were made or at any time 
thereafter. For rules relating to the 
treatment of employer contributions to a 
non-exempt trust as part of the consid¬ 
eration paid by the employee, see sec¬ 
tion 72 <f). For rules relating to the 
treatment of the limited exclusion allow¬ 
able under section 101 <b) (2) (D) as 
additional consideration paid by the em¬ 
ployee, see the regulations under that 
section. 


11.402 (c) Statutory provisions; fax- 
abllity o/ beneficiary of employees' trust; 
certain foreign situs trusts. 


Bar 402. Taxability of beneficiary of cm- 

ytoytes' trust. • • • 

(c) Taxability of beneficiary of certain for - 
rtfn situs trusts. For purposes of subsec- 
tkmi f«. > and (b). a stock bonus, pension, or 
pfof.t-sha.ring trust which would qualify for 
txcmpUon from tax under section 601 (a) 
ncept for ths fact that It Is a trust created 
or argsulecd outside the United States shall 
be treated as If It were a trust exempt from 
tu under section 601 (a). 


1 1 402 (c>-l Taxability of beneficiary 
of certain foreion situs trusts. Section 
402 (c> has the effect of treating, for 
Purposes of section 402, the distributions 
rrom a trust which at the time of the 
distribution is located outside the United 
States in the same manner as distribu¬ 
tions from a trust which is located In the 
united States. If the trust would qualify 
lor exemption from tax under section 
501 <a> except for the fact that It fails 
•° comply with the provisions of 9 1.401- 
<3> M). which restricts Qualification 
Jo trusts created or organized in the 
united States and maintained here, sec- 
«on 402 (a) and 5 1.402 <a)-l are appli¬ 
cable to the distributions from such a 
Huis, for example, a total dis¬ 
tribution from such a trust is entitled to 
r* long-term capital gains treatment of 
•action 402 <a) (2). except in the case 
. a nonresident alien individual (see 
joettons 871 and 1441 and the regulations 
uimunder). However, if the plan fails 
I??*** any requirement of section 401 
the regulations thereunder in addi- 
•?? 10 } 1 401 ~l <a> <3) (1). section 402 
J. 1 ** * 1 402 <b)-l are applicable to 
w distributions from such a trust. 


*“02 (d> Statutory provisions; 

axabUtty of beneficiary of employees 0 
rust; annuities under agreements en - 
lfrta wo prior tQ October 21 . 1942. 


01 '•*"*** 01 em 

(d) Certain employees* annuities. Hot 
^uuamltng iuboecUoa <b) ox any othe 
P^o i&Jon of thl* aubtIUe. a contribution t 
by « m Pl°ycr *boU not be lnciud« 
vna gross Income of the employee In th 
rt* * h,ch ^ contribution Is made lf- 
(l) Such contribution Is to be applied b 
trustee for the purchase of annuity con 
-viator the beueftt of such employee; 


(9) Suoh contribution U made to the 
trustee pursuant to a written agreement en¬ 
tered Into prior to October 21. 1942, between 
the employer and the trustee, or between 
the employer and the employee; and 

(8) Under the terms of the trust agree¬ 
ment the employee Is not entitled during 
his lifetime, except with the consent or the 
trustee, to any payments under annuity con¬ 
tracts purchased by the trustee other than 
annuity payments. 

The employee shall Include In his gross In¬ 
come the amounts received under such con¬ 
tracts for the year received os provided In 
section 72 (relating to annuities) except 
that section 72 (e) <3) shall not apply. This 
subsection shall have no application with 
respect to amounts contributed to a trust 
after June 1, 1949. If the trust on such data 
wu* exempt under section 165 (a) of the 
Internal Revenue Code of 1939. For pur¬ 
poses of this subsection, amounts paid by 
an employer for the purchase of annuity 
contracts which are transferred to the trus¬ 
tee shall be deemed to be contributions 
made to a trust or trustee and contributions 
applied by the trustee for the purchase of 
annuity contracts; the term •’annuity con¬ 
tracts purchased by the trustee** shall Include 
annuity contracts so purchased by the em¬ 
ployer and transferred to the trustee; and 
the term “employee" shall Include only a per¬ 
son who was in the employ of the employer, 
and was covered by the agreement referred 
to In paragraph (2). prior to October 21.1942. 

5 1.402 (d)-l Effect of section 402 
(d). (a) If the requirement* of section 
402 (d) are met. a contribution made by 
an employer on behalf of an employee to 
a trust which is not exempt under sec¬ 
tion 501 (a> shall not be included in the 
income of the employee in the year in 
which the contribution is made. Such 
contribution will be taxable to the em¬ 
ployee, when received In later years, as 
provided in section 72 (relating to an¬ 
nuities), except that section 72 <e> (3) 
shall not apply. See 5 1.403 <b)-l <b). 
The intent and purpose of section 402 
<d) is to give those employees, covered 
under certain non-exempt trust* to 
which such section applies, essentially 
the same tax treatment as those covered 
by trust* described in section 401 (a) 
and exempt under section 501 (a), ex¬ 
cept that the capital gains treatment 
referred to in section 402 (a) (2) docs 
not apply. 

(b) Every person claiming the bene¬ 
fit of section 402 (d) must be able to 
demonstrate to the satisfaction of the 
Commissioner that all of the provisions 
of such section are met. The taxpayer 
must produce sufficient evidence to 
prove: 

(1) That, before October 21, 1942, he 
was employed by the particular em¬ 
ployer making the contribution in ques¬ 
tion and was at such time definitely 
covered by a written agreement, entered 
into before October 21, 1942, between 
himself and the employer, or between 
the employer and the trustee of a trust 
established by the employer before Oc¬ 
tober 21.1942, and that the contribution 
by the employer was made pursuant to 
such agreement. The fact that an em¬ 
ployee may have been potentially cov¬ 
ered is not sufficient. Evidence that the 
employment was entered Into, or the 
agreement executed, “as of" a date be¬ 
fore October 21. 1942. or that the agree¬ 
ment or trust instrument which did not 
theretofore meet the requirements of 


section 402 (d) was modified or amended 
after October 20, 1942, so as to come 
within the provisions of such section, 
will not satisfy the requirements of sec¬ 
tion 402 (d). 

(2) That such contribution, pursuant 
to the terms of such agreement, was to 
be applied for the purchase of an an¬ 
nuity contract for the taxpayer. In the 
case of a contribution by the employer 
of an annuity contract purchased by 
such employer and transferred by him 
to the trustee of the trust, evidence 
should be presented to prove that such 
contract was purchased for the tax¬ 
payer by the employer pursuant to the 
terms of a written agreement between 
the employer and the employee or be¬ 
tween the employer and the trustee, en¬ 
tered Into before October 21. 1942. 

<3) That under the written terms of 
the trust agreement the taxpayer is not 
entitled during his lifetime, except with 
the consent of the trustee, to any pay¬ 
ments other than annuity payments un¬ 
der the annuity contract or contracts 
purchased by the trustee or by the em¬ 
ployer and transferred to the trustee, 
and that the trustee may grant or with¬ 
hold such consent free from control by 
the taxpayer, the employer, or any other 
person. However, such control will not 
be presumed from the fact that the 
trustee is himself an officer or employee 
of the employer. As used In section 402 
<d) the phrase *’if • • • under the 
terms of the trust agreement the em¬ 
ployee is not entitled" means that the 
trust Instrument must make it Impossible 
for the prohibited distribution to occur, 
whether by operation or natural termi¬ 
nation of the trust, whether by power 
of revocation or amendment, other than 
with the coasent of the trustee, whether 
by the happening of a contingency, by 
collateral arrangement, or any other 
means. It is not essential that the em¬ 
ployer relinquish all power to modify or 
terminate the trust but it must be im¬ 
possible. except with the consent of the 
trustee, for any payments under annuity 
contracts purchased by the trustee, or 
by the employer and transferred to the 
trustee, to be received by the taxpayer, 
directly or indirectly, other than as an¬ 
nuity payments. 

(4) The nature and amount of such 
contribution and the extent to which in¬ 
come taxes have been paid thereon be¬ 
fore January 1, 1949, and not credited 
or refunded. 

(5) If it is claimed that section 402 
<d> applies to amounts contributed to a 
trust after June 1, 1949. the taxpayer 
must prove to the satisfaction of the 
Commissioner that the trust did not, on 
June 1, 1949. qualify for exemption un¬ 
der section 165 (a) of the Internal Reve¬ 
nue Code of 1939. Where an employer 
buys an annuity contract which Is trans¬ 
ferred to the trustee, the date of the pur¬ 
chase of the annuity contract and not 
the date of the transfer to the trustee 
is the controlling date In determining 
whether or not the contribution was 
made to the trust after June 1, 1949. 

§ 1.402 (e> Statutory provisions; tax- 
cbitity of beneficiary of employees' trust; 
certain plan terminations. 
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Sac. 40a. Taxability of beneficiary of em- 
ploy/*#*' trust. • • • 

(e) Certain plan terminations. For pur¬ 
pose* of subaectton (a) (2). distribution* 
mods after December 31. 1953. and before 
January 1. 1953. at a retult of the complete 
termination of a stock bonus, pension, or 
profit-sharing plan of an employer which U 
a corporation. If the termination of the plan 
It Incident to the complete liquidation, oc¬ 
curring before the date of enactment of this 
title, of the corporation, whether or not 
auch liquidation it incident to a reorganiza¬ 
tion at defined In section 338 (a), shall be 
ootialdrred to be distribution on account of 
separation from ter vice. 

9 1.402 (e)-l Certain plan termina¬ 
tions. Distributions made after Decem¬ 
ber 31. 1053. and before January 1, 1955, 
as a result of the complete termination 
of an employees' trust described in sec¬ 
tion 401 (a) which is exempt under sec¬ 
tion 501 fa) shall be coasidered dis¬ 
tributions on account of separation from 
service for purposes of section 402 < a > 
(2) if the employer who established the 
trust Is a corporation, and the termina¬ 
tion of the plan Is incident to the com¬ 
plete liquidation of the corporation be¬ 
fore August 16. 1954, regardless of 
whether such liquidation is incident to a 
reorganization as defined m section 368. 

9 1.403 (a) Statutory provisions; 

taxation of employee annuities; Qualified 
annuity plan. 

Skc. 403. Taxation of employee annui¬ 
ties —(a) Taxability of beneficiary under a 
qualified annuity plan— (l> General rule . 
Except as provided in paragraph (3), If an 
annuity contract la purchased by an em¬ 
ployer for nn employee under a plan with 
reaped to which the employer’! contribution 
la deductible under section 404 (a) (2). or If 
an annuity contract la purchaaed for an 
employee by an employer described In sec¬ 
tion 601 (c) (3) which la exempt from tax 
under section 601 (a), the employee ahall 
Include in hla gross Income the amounts 
received under auch contract for the year 
received aa provided In section 72 < relating 
to annuities) except that section 72 (e) (3) 
ahall not apply. 

(2) Capital yams treatment for certain 
distributions —<A) General rule. If— 

(I) An annuity contract la purchaaed by 
an employer for an employee under a plan 
which mcetc the requirements of section 401 
(a) <3>. (4). <A), and (0); 

(II) Such plan requires that refunds of 
contributions with respect to annuity con¬ 
tracts purchaaed under such plan be used 
to reduce subsequent premiums on the con¬ 
tracts under i^e plan; and 

(III) The total amounts payable by reason 
of an employee’s death or other separation 
from the service, or by reason of the death 
or an employee after the employee s separa¬ 
tion from the service, are paid to the payee 
within one taxable year of the payee. 

then the amount of such payments, to the 
extent exceeding the amount contributed by 
the employee (determined by applying sec¬ 
tion 72 (f)), which employee contributions 
shall be reduced by any amounts thereto¬ 
fore paid to him which were not Includible 
in groas Income, shall be considered a gain 
from the sale or exchange of a capital asset 
held for more than 6 months. 

(B) Definition. For purposes of subpara¬ 
graph (A), the term “total amounts*’ means 
the balance to the credit of an employee 
which becomes payable to the payee by rea- 
aon of the employee's death or other separa¬ 
tion from the service, or by reason of hla 
death after separation from the service. 

9 1.403 (a)-l Taxability of bene¬ 
ficiary under a qualified annuity plan. 


RULES AND REGULATIONS 

(a) An employee or retired or former 
employee for whom an annuity contract 
la purchased by hia employer is not re¬ 
quired to include in his gross Income the 
amount paid for the contract at the time 
auch amount is paid, whether or not hia 
rights to the contract are forfeitable, 
if— 

(1) The annuity contract Is purchased 
under a plan with respect to which the 
amounts paid by the employer are de¬ 
ductible under section 404 (a> (2), or 

(2) The annuity contract is purchased 
under a plan which meets the require¬ 
ments of section 404 (ai (2) although 
the employer does not deduct the 
amounts paid for the contract under 
such section, or 

<3> The annuity contract is purchaaed 
by an employer which is an organization 
described in section 501 <c> (3) and ex¬ 
empt under section 501 (a) provided the 
purchase of the annuity is merely a sup¬ 
plement to past or current compensation. 
For the purpose of this subparagraph, 
whether the purchase of an annuity con¬ 
tract is merely a “supplement to past or 
current compensation" is to be deter¬ 
mined by all the surrounding facts and 
circumstances. One of the pertinent 
facts to be taken into consideration is the 
ratio of the coasideration paid by the 
employer for an employee’s contract to 
the amount of his past or current com¬ 
pensation. For example, if the annual 
permium paid for an employee’s contract 
is $1,000 and his annual salary is $10,000. 
the ratio indicates that the premium paid 
for the contract is merely a supplement 
to the employee’s current compensation. 
If. however, an employee receives no 
current compensation, or the annual pre¬ 
miums paid for his annuity contract 
approximate his annual salary, the 
amount paid for his contract will be 
considered to be current compensation 
and taxable to the employee in the year 
in which it is paid by the employer. 
Other pertinent considerations are 
whether the annuity contract Is pur¬ 
chased as a result of an agreement for a 
reduction of the employee's annual sal¬ 
ary, or whether it is purchased at his 
request in lieu of an increase in current 
compensation to which he otherwise 
might be entitled. In such cases, the 
amount paid for the contract shall also 
be considered to be current compensa¬ 
tion. 

<b> The amounts received by or made 
available to any employee referred to in 
paragraph (a) of this section under such 
annuity contract shall be included in 
gross Income of the employee for the 
taxable year in which received or made 
available, as provided in section 72 (re¬ 
lating to annuities) except that section 
72 <e) <3> shall not apply, and except 
that certain total distributions described 
in section 403 (a) <2) are taxable as 
long-term capital gains. For the treat¬ 
ment of such total distributions, see 
1 1.403 <a)-2. 

<c> If upon the death of an employee 
or of a retired employee, the widow or 
other beneficiary of such employee Is 
paid, in accordance with the terms of 
the annuity contract relating to the de¬ 
ceased employee, an annuity or other 
death benefit, the extent to which the 
amounts received by or made available 


to the beneficiary must be Included in 
the beneficiary’s income under section 
403 (a) shall be determined in accord- 
ance with the rules presented In 91.402 
(a)-i <a) (5). 

<d) If under a qualified annuity plan 
a group contract providing group per¬ 
manent life insurance protection U pur¬ 
chased for the employees, the same rules 
which are applicable when contracts pro¬ 
viding Ufe insurance protection are pur¬ 
chased by a trust described in section 401 
(a) and exempt under section 501 (a), 
shall be applicable in the case of such 
a contract. For such rules, see 9 1.402 
<a>-l (a> (2), (3), and (4). Section 403 
(a) is not applicable to premiums paid 
after October 26. 1956. for individual 
contracts providing life insurance pro¬ 
tection for employees. 

<e) As to inclusion of full-time life 
Insurance salesmen within the class of 
persons considered to be employees, see 
section 7701 (a) (20). 

§ 1.403 <a>-2 Capital gains treatment 
for certain distributions. (a> If the 
total amounts payable with respect to 
any employee for whom an annuity con¬ 
tract has been purchased by an employer 
under a plan which— 

O) Meets the requirements of section 
401 <a> (3), (4). (5). and i6j. and 

<2> Requires that refunds of contribu¬ 
tions with respect to annuity contracts 
purchased under such plan be used to 
reduce subsequent premiums on the con¬ 
tracts under the plan. 

are paid to. or includible in grass Income 
of, the payee within one taxable year of 
the payee by reason of the employee*! 
death or other separation from the serv¬ 
ice. or death after such separation from 
the service, such total payments, to the 
extent they exceed the net amount con¬ 
tributed by the employee, shall be con¬ 
sidered a gain from the sale or exchange 
of a capital asset held for more than six 
months. The "net amount contributed 
by the employee" is the amount actually 
contributed by the employee plus any 
amounts considered to be contributed by 
the employee under the rules of sections 
72 (f). 101 <b>, and 9 1.403 <a>-l <d*. 
reduced by any amounts theretofore dis¬ 
tributed to him which were excludable 
from his gross income as a return of em¬ 
ployee contributions. For example, if 
under an annuity contract purchased un¬ 
der a plan described in this section, the 
total distributions payable to the em¬ 
ployee’s widow are paid to her in the year 
in which the employee dies, in the 
amount of $8,000. and if $5,000 thereof is 
excludable under section 101 <b>. and it 
the employee made contributions of 
and had received no payments, the re¬ 
maining amount of $2,400 will be con¬ 
sidered a gain from the sale or exchange 
of a capital asset held for more than 
six months. 

<b> <i> The term "total amounts'* 
means the balance to the credit of an em¬ 
ployee with respect to all annuities under 
the annuity plan which becomes payabf 
to the payee by reason of the employee s 
death or other separation from the serv¬ 
ice, or by reason of his death after Repa¬ 
ration from the service. If an employe* 
commences to receive annuity .payment* 
on retirement and then a lump *um 
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ment is made to his widow upon hU 
death, the capital gains treatment ap¬ 
plies to the lump sum payment, but It 
does not apply to amounts received be¬ 
fore the time the ‘‘total amounts’* be¬ 
come payable. However. If the total 
amount to the credit of the employee at 
the time of his death or other separation 
from the service or death after separa¬ 
tion from the service is paid or includ¬ 
ible in the gross income of the payee 
within one taxable year of the payee, 
such amount is entitled to the capital 
gains treatment notwithstanding that in 
s later taxable year an additional amount 
U credited to the employee and paid to 
the payee. 

<2> If more than one annuity contract 
is received under the plan, the capital 
gains treatment does not apply to any 
amount received on the surrender 
thereof unless all contracts linger the 
plan with respect to a particular em¬ 
ployee are surrendered either at the 
time of the employee’s death or other 
separation from the service or death 
after separation from the service. Thus. 

If an employee receives two contracts on 
separation from the service and sur¬ 
renders one of them in the year of sep¬ 
aration and receives payments under 
the other until his death, the capital 
gains treatment is applicable to the bal¬ 
ance paid to his beneficiary on his death 
if paid within one taxable year of the 
beneficiary. The amount received by the 
employee on surrender of the contract 
in the year of his separation from the 
service, however, would not receive capi¬ 
tal gains treatment since the balance to 
the credit of the employee with respect 
to all amounts under the plan dia not 
become payable at that time. 

<3) If an employee retires and com¬ 
mences to receive an annuity but subse¬ 
quently in some succeeding taxable year, 
be ts paid a lump sum In settlement of 
all future annuity payments, the capital 
gains tieatment does not apply to such 
lump sum settlement paid during the 
lifetime of the employee since it is not 
a payment on account of separation 
from the service, or death after separa¬ 
tion, but is on account of the settlement 
of future annuity payments. 

<*> If the ‘ total amounts*’ payable 
under all annuity contracts under the 
plan with respect to a particular em¬ 
ployee are paid or includible in the 
gross income of several payees within 
one taxable year on account of the em¬ 
ployee's death or other separation from 
the service or on account of his death 
after separation from the service, the 
^Pital gains treatment is applicable. 
Jbus, if the balance to the credit of a 
deceased employee under all annuity 
contracts provided under an annuity 
Plan becomes payable to two payees, the 
^Pital gains treatment is applicable 
Provided the “total amounts'* payable 
are received by or includible in the gross 
income of both payees within the same 
taxable year. However, If the “total 
amounts” payable are made available to 
Ik payee and one elects to receive hU 
anare in cash while the other makes a 
umely election under section 72 <h> to 
receive his share as an annuity, the cap- 
uai gains treatment does not apply to 
cither payee. 

Ho. 186— 4 
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1 1.403 (b) Statutory provisions; tax- 
ation of employee annuities; nonquall - 
fled annuity . 

Bee. 403. Taxation of employee annuities. 

• • • 

(b) Taxability of beneficiary under a non- 
qualifier annuity . If an annuity contract 
purchased by an employer for an employee 
Is not subject to subsection (a) and the em¬ 
ployee’s rights under the contract are non¬ 
forfeitable. except for failure to pay future 
premiums, the amount contributed by the 
employer for such annuity contract on or 
after such rights become nonforfeitable shall 
be Included in the gross Income of the em¬ 
ployee in the year in which the amount Is 
contributed. The employee shall lncluds In 
his gross Income the amounts received under 
such contract for the year received as pro¬ 
vided In section 72 (relating to annuities) 
except that section 7? (e) (3) shall not apply. 

9 1.403 (b)-l Taxability of benefici¬ 
ary under a nonqualified annuity . (a) 

Except os provided in section 402 <d). if 
an employer purchases an annuity con¬ 
tract and If the amounts paid for the 
contract are not subject to 9 1.403 (a)-I 
(a), the amount of such contribution 
shall be Included In the income of the 
employee for the taxable year during 
which such contribution is made If. at 
the time the contribution is made, the 
employee’s rights under the annuity con¬ 
tract are nonforfeitable, except for fail¬ 
ure to pay future premiums. If the 
employee’s rights under the annuity con¬ 
tract in such a case were forfeitable at 
the time the employer’s contribution was 
made for the annuity contract, even 
though they become nonforfeitable later, 
the amount of such contribution Is not 
required to be included in the income of 
the employee at the time his rights under 
the contract become nonforfeitable. As 
to what constitutes nonforfeitable rights 
of an employee, see 4 1402 <b)-l. The 
amounts received by or made available to 
the employee under the annuity contract 
shall be included In the gross income of 
the employee for the taxable year In 
which received or made available, as pro¬ 
vided in section 72 (relating to annuities) 
except that section 72 (e) (3) shall not 
apply. For rules relating to the treat¬ 
ment of employer contributions as part 
of the consideration paid by the em¬ 
ployee, sec section 72 (f). See also sec¬ 
tion 101 (b) (2) (D) for rules relating 
to the treatment of the limited exclusion 
provided thereunder as part of the con¬ 
sideration paid by the'employee. 

(b) If an employer has purchased an¬ 
nuity contracts and transferred the same 
to a trust or If an employer has made 
contributions to a trust for the purpose 
of providing annuity contracts for his 
employees as provided in section 402 
(d> (see 4 1.402 <d)-l (a)), the amount 
so paid or contributed is not required to 
be included In the income of the em¬ 
ployee, but any amount received by or 
made available to the employee under 
the annuity contract shall be includible 
In the gross income of the employee for 
the taxable year in which received or 
made available, as provided in section 72 
(relating to annuities), except that sec¬ 
tion 72 (e) (3) shall not apply. In such 
case the amount paid or contributed by 
the employer shall not constitute con¬ 
sideration paid by the employee for such 
annuity contract In determining the 
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amount of annuity payments required to 
be Included in his gross Income under 
section 72 unless the employee has paid 
income tax for any taxable year begin¬ 
ning before January 1. 1949. with respect 
to such payment or contribution by the 
employer for such year and such tax ts 
not credited or refunded to the employee. 
In the event such tax has been paid and 
not credited or refunded the amount paid 
or contributed by the employer for such 
year shall constitute consideration paid 
by the employee for the annuity con¬ 
tract in determining the amount of the 
annuity required to be Included in the 
income of the employee under section 72. 

fi 1.404 (a) Statutory provisions; de¬ 
duction for contributions of an employer 
to an employees' trust or annuity plan 
and compensation under a dejerred-pay- 
ment plan; general rule. 

8 ec. 404. Deduction for contributions of an 
employer to an employees' trust or annuity 
plan and compensation under a deferred- 
payment plan —(a) General rule. If contri¬ 
butions a re paid by an employer to or under 
a stock bonus, pension, profit-sharing, or 
annuity plan, or U compensation la paid or 
accrued on account of any employes under a 
plan deferring the receipt of such compen¬ 
sation. such contributions or compensation 
shall not be deductible under section 162 
(relating to trad© or business expenses) or 
section 212 (relating to expenses for the pro¬ 
duction of Income) but If they satisfy the 
conditions of either of such sections, they 
shall be deductible under this section, sub¬ 
ject. however, to the following limitations as 
to the amounts deductible In any year: 

(1) Pension trusts. In the taxable year 
when paid. If the contributions are paid into 
a pension trust, and If such taxable year ends 
within or with a taxable year of ti*e trust 
for which the trust Is exempt under section 
601 (a). In an amount determined as follows: 

(A) An amount not In excess of 6 percent 
of the compensation otherwise paid or ac¬ 
crued during the taxable year to all the em¬ 
ployees under the trust, but such amount 
may be reduced for future years if found 
by the Secretary or his delegate upon periodi¬ 
cal examinations at not less than 6 -year 
intervals to be more than the amount rea¬ 
sonably necessary to provide the remaining 
unfunded cost of psst and current service 
credits of all employees under the plan, plus 

(B) Any excess over the amount allowable 
under subparagraph (A) necessary to provide 
with respect to all of the employees under 
the trust the remaining unfunded cost of 
their past and current service credits dis¬ 
tributed as a level amount, or a level per¬ 
centage of compensation, over the remaining 
future service of each such employee, as de¬ 
termined under regulations prescribed by the 
Secretary or his delegate, but If such remain¬ 
ing unfunded cost with respect to any 3 Indi¬ 
viduals Is more than 60 percent of such 
remaining unfunded cost, tho amount of 
such unfunded cost attributable to such in¬ 
dividuals shall be distributed over a period 
of at least 6 taxable years, or 

(C) In lieu of the amounts allowable un¬ 
der subparagraph© (A) and (B) above, an 
amount equal to the normal cost of the plan, 
as determined under regulations prescribed 
by the Secretary or his delegate, plus, If pest 
service or other supplementary pension or 
annuity credits are provided by the plan, an 
amount not in excess of 10 percent of the 
cost which would be required to completely 
fund or purchase such pension or annuity 
credits as of the date when they are Included 
In the plan, as determined under regulation© 
prescribed by the Secretary or his delegate, 
except thst In no case shell a deduction be 
allowed for any amount (other than the nor¬ 
mal cost) paid in after such pension or 
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annuity credit* are completely funded or 
purchased. 

(O) Any amount paid In a taxable year In 
excess of the amount deductible In sucii 
year under the foregoing limitations shall 
be deductible in tho succeeding taxable years 
In order of timo to the extent of the dif¬ 
ference between the amount paid and de¬ 
ductible in each such succeeding year and 
the maximum amount deductible for such 
year In accordance with the foregoing 
limitations. 

(2) Employer*' annuities. In the taxable 
year when paid. In an amount determined 
In accordance with paragraph (1). If the 
contributions are paid toward the purchase 
of retirement annultiee and such purchase 
Is a part of a plan which meets the require- 
xnemn of section 44)1 (a) (3). (4). (5). and 
(6). and If refunds of premiums. If any, are 
applied within the current taxable year or 
next succeeding taxable year towards ths 
purchase of such retirement annuities. 

(3) Stock bonus and profit-sharing 
trusts— (A) Limits on deductible contrtbu - 
Uons. In the taxable year when paid. If tho 
contributions arc paid into a stock bonus or 
profit-sharing trust, and If such taxable year 
ends within or with a taxable year of ths 
trust with respect to which tho trust is 
exempt under section 601 (a). In an amount 
not In excess of 16 percent of the compen¬ 
sation otherwise paid or accrued during the 
taxable year to all employees under tho 
stock bonus or profit-sharing plan. If in 
any taxable year there Is paid Into the trust, 
or a similar trust then In effect, amounts less 
than the amounts deductible under the pre¬ 
ceding sentence, the excess, or if no amount 
Is paid, the amounts deductible, shall be 
carried forward and be deductible when paid 
In the succeeding taxable years In order of 
time, but ths amount so deductible under 
this sentence in any such succeeding taxable 
year shall not exceed 15 percent at the com¬ 
pensation otherwise paid or accrued during 
such succeeding taxable year to the bene¬ 
ficiaries under tho plan. In addition, any 
amount paid Into the trust In any taxable 
year In excess of the amount allowable with 
respect to such year under the preceding 
provisions of this subparagraph shall be de¬ 
ductible In the succeeding taxable years In 
order of time, but the amount so deductible 
under this sentence In any one such suc¬ 
ceeding taxable year together with the 
amount allowable under the first sentence of 
this subparagraph shall not exceed 15 per¬ 
cent of the compensation otherwise paid or 
accrued during such taxable year to the 
beneficiaries under the plan. The term 
••stock bonus or profit-sharing trust-, as used 
In this subparagraph, shall not include any 
trust designed to provide benefits upon re¬ 
tirement and covering a period of years. If 
under the plan the amounts to be contrib¬ 
uted by the employer can be determined 
actUArlally as provided In paragraph (1). If 
the contributions are made to 2 or more 
stock bonus or profit-sharing trusts, such 
trusts shall be considered a tingle trust for 
purposes of applying the limitations In this 
subparagraph. 

(B) Profit-sharing plan of affiliated group . 
In the case of a profit-sharing plan, or a 
stock bonus plan In which contributions are 
determined with reference to profits, of a 
group of corporations which Is an affiliated 
group within the meaning of section 1504, 

If any member of such affiliated group Is pre¬ 
vented from making a contribution which 
It would otherwise have made under ths 
plan, by reason of having no current or ac¬ 
cumulated earnings or profits or because 
such earnings or profits are less than tho 
contributions which It would otherwise have 
made, then so much of the contribution 
which auch member was so prevented from 
making may be made, for tho benefit of the 
employees of such member, by the other 
members of the group, to the extent of 
current or accumulated earnings or profits. 
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except that auch contribution by each such 
other member shall be limited, where the 
group does not file a consolidated return, 
to that proportion of Us total current and 
accumulated earnings or profit* remaining 
after adjustment for It* contribution deduct¬ 
ible without regard to this subparagraph 
which the total prevented contribution bears 
to the total current and accumulated earn¬ 
ings or profits of all the members of the 
group remaining after adjustment for all 
contributions deductible without regard to 
this subparagraph. Contributions made un¬ 
der the preceding sentence shall bo deduct¬ 
ible under subparagraph (A) of this para¬ 
graph by the employer making such 
contribution, and, for the purpose of deter¬ 
mining amounts which may be carried for¬ 
ward and deducted under the seoond 
sentence of subparagraph (A) of this para¬ 
graph In succeeding taxable years, shall be 
deemed to have been made by the employer 
on behalf of whose employee* such contri¬ 
butions were made. 

(4) Trusts created or organised outside the 
United States. It a stock bonus, pension, or 
profit-sharing trust would qualify for ex¬ 
emption under section 501 (a) except for 
the fact that it Is a trust created or organ¬ 
ised outside the Untied States, contributions 
to such a trust by an employer which Is a 
resident, or corporation, or other entity of 
the United States, shall be deductible under 
the preceding paragraphs. 

(5) Other plans. In the taxable year when 
paid. If tho plan is not one Included In 
paragraph (1), (2), or (3), if the employeee* 
rights to or derived from such employer's 
contribution or such compensation are non¬ 
forfeitable at the time the contribution or 
compensation U paid. 

(6) Taxpayers on accrual basis. Tor pur¬ 
poses of paragraphs (1). (2), and (3), a 
taxpayer on the accrual basis shall be deemed 
to have made a payment on the lost day 
of the year of accrual it the payment Is on 
account of such taxable ycar and Is made 
not Inter than the time prescribed by law 
for filing the return for such taxable year 
(including extensions thereof). 

(7) Limit of deduction. If amounts are 
deductible under paragraphs (1) and (3). 
or (2) and (3). or <1), (2). and (3), in con¬ 
nection with 2 or more trusts, or one or more 
trust* and an annuity plan, the total Amount 
deductible In a taxable year under such 
trust* and plans shall not exceed 25 percent 
of the compensation otherwise paid or ac¬ 
crued during the taxable year to the persons 
who are the beneficiaries* of ths trusts or 
plan*, in addition, any amount paid Into 
such trust or under such annuity plana in 
any taxable year In excess of the amount 
allowable with respect to such year under the 
preceding provision* of this paragraph shall 
be deductible in the succeeding taxable years 
In order of time, but the amount so de¬ 
ductible under this sentence In any one such 
succeeding taxuble year together with the 
amount allowable under tho first sentence 
of this paragraph shall not exceed 30 percent 
of the compensation otherwise paid or ac¬ 
crued during such taxable years to the bene¬ 
ficiaries under the trusts or plans. This 
paragraph shall not have the effect of re¬ 
ducing the amount otherwise deductible un¬ 
der paragraph# (1). (2). and ( 3 ). It no 
employee Is a beneficiary under mors than 
ont trust, or a trust and an annuity plan. 

5 1 404 (a)-I Contributions of an 
employer to an employees’ trust or cn- 
nuity plan and compensation under a 
deferred payment plan; general rule. 
(a) (1) Section 404 <a) prescribes limi¬ 
tations upon deductions for amounts 
contributed by an employer under a pen¬ 
sion. annuity, stock bonus, or profit- 
sharing plan, or under any plan of de¬ 
ferred compensation. It Is immaterial 
whether the plan covers present em¬ 


ployees only, or present and former 
employees, or only former employees. 
Section 404 (a) also governs the de¬ 
ductibility of unfunded pensions and 
death benefits paid directly to former 
employees or their beneficiaries (see 
f 1.404 (a)-12). 

(2) Section 404 (a) does not apply to 
a plan which does not defer the receipt 
of compensation. Furthermore, section 
404 (a) does not apply to deductions for 
contributions under a plan which 1 s 
solely a dismissal wage or unemployment 
benefit plan, or a sickness, accident, hos¬ 
pitalization, medical expense, recreation, 
welfare, or similar benefit plan, or a com¬ 
bination thereof. For example, if under 
a plan an employer contributes 5 percent 
of each employee's compensation per 
month to a fund out of which employees 
who arc laid off will be paid benefits for 
temporary periods, but employees who 
arc not laid off have no rights to the 
funds, such a plan is an unemployment 
benefit plan, and the deductibility of the 
contributions to it Is determined under 
section 162. As to the deductibility of 
such contributions, see § 1.162-9. 

(3) If, however, the contribution?, to a 
pension, profit-sharing, stock bonus, or 
other plan of deferred compensation can 
be used to provide any of the benefits re¬ 
ferred to In subparagraph (2) of this 
paragraph, then, except as provided in 
section 404 (c), section 404 <a> applies 
to the entire contribution to the plan. 
Thus, if in the example described in 
subparagraph (2) of this paragraph, the 
employer's contribution on behalf of 
each employee Is set up as a separate 
account, and if any amount which re¬ 
mains in an employee's account at the 
time of retirement is paid to him at such 
time, the deductibility of the contribu¬ 
tions to the plan is determined under 
section 404 (a). For the rules for de¬ 
termining whether the benefits referred 
to in subparagraph (2) of this paragraph 
can be included in a qualified pension or 
profit-sharing plan, see § 1.401-1 <b). 

(4) As to inclusion of full-time life 
Insurance salesmen within the class of 
persons considered to be employees, see 
section 7701 (a) (20). 

(b) In order to be deductible under 
section 404 (a), contributions must be 
expenses which would be deductible un¬ 
der section 162 (relating to trade or busi¬ 
ness expenses) or 212 (relating to ex¬ 
penses for production of income > if it 
were not for the provision in section 404 
(a) that they are deductible, If at aU. 
only under section 404 (a). Contribu¬ 
tions may therefore be deducted under 
section 404 (a) only to the extent that 
they are ordinary and necessary expenses 
during the taxable year in carrying on 
the trade or business or for the produc¬ 
tion of income and are compensation for 
personal services actually rendered In 
no case is a deduction allowable under 
section 404 (a) for the amount of any 
contribution for the benefit of an em¬ 
ployee in excess of the amount which, 
together with other deductions allowed 
for compensation for such employees 
services, constitutes a reasonable allow¬ 
ance for compensation for the services 
actually rendered. What constitutes 3 
reasonable allowance depends upon the 
facts in the particular case. Among the 
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elements to be considered in determining 
this are the personal services actually 
rendered in prior years as well as the 
current year and all compensation and 
contributions paid to or for such em¬ 
ployee in prior years as well as in the 
current year. Thus, a * contribution 
which is in the nature of additional com¬ 
pensation for services performed in prior 
years may be deductible, even if the total 
of such contributions and other compen¬ 
sation for the current year would be In 
excess of reasonable compensation for 
services performed in the current year, 
provided that such total plus all com¬ 
pensation and contributions paid to or 
for such employee In prior years repre¬ 
sents u reasonable allowance for all serv¬ 
ices rendered by the employee by the 
end of the current year. A contribution 
under a plan which Is primarily for the 
benefit of shareholdex*s of the employer 
is not deductible. Such a contribution 
may constitute a dividend within the 
meaning of section 316. See also 
II 1.162-6 and 1.162-8. In addition to 
the limitations referred to above, deduc¬ 
tions under section 404 (a) are also sub¬ 
ject to further conditions and limitations 
particularly provided therein. 

(c) Deductions under section 404 (a) 
are generally allowable only for tIre year 
in which the contribution or compensa¬ 
tion is paid, regardless of the fact that 
the taxpayer may make his returns on 
the accrual method of accounting. Ex¬ 
ceptions are made in the case of over¬ 
payments as provided In paragraphs (1). 
(3>. and (7) of section 404 (a>, and. as 
provided by section 404 (a) (6>, in the 
case of payments made by a taxpayer on 
the accrual method of accounting not 
later than the time prescribed by law for 
filing the return for the taxable year of 
accrual (Including extensions thereof). 
This latter provision is intended to per¬ 
mit a taxpayer on the accrual method to 
deduct such accrued contribution or com¬ 
petition In the year of accrual, provided 
payment Is actually nmde not later than 
the time prescribed by law for filing the 
return for the taxable year of accrual 
(including extensions thereof). but this 
provision is not applicable unless, dur¬ 
ing the taxable year on account of which 
the contribution is made, the taxpayer 
incurs a liability to make the contribu¬ 
tion. the amount of which is accruable 
under section 461 for such taxable year. 
See section 461 and the regulations 
thereunder. There Is another excep¬ 
tion in the case of certain taxpayers who 
are required to make additional con¬ 
tributions as a result of Public Law 74 
(Eighty-fourth Congress) approved 
June 15,1955, and the regulations there¬ 
under. 

1 1.404 (a)-2 Information to be /ur- 
nhhed by employer claiming deductions. 

(a) For the first taxable year for which 
a deduction from gross Income is 
claimed under section 404 (a) (1), (2), 

( 3). or (7), the employer must file the 
following Information (unless such in¬ 
formation has been previously filed in 
accordance with the regulations under 
section 23 (p) of the Internal Revenue 
Code of 1939) for each plan Involved to 
establish that it meets the requirements 
of section 401 (a) or 404 (a) (2), and 
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that deductions claimed do not exceed 
the amount allowable under paragraphs 

(1), (2). (3), and (7) of section 404 <a). 
as the case may be: 

(1) Verified copies of all the instru¬ 
ments constituting or evidencing the 
plan, including trust indentures, group 
annuity contracts, specimen copy of 
each type of individual contract, and 
specimen copy of formal announcement 
and comprehensive detailed description 
to employees, with all amendments to 
any such instruments. 

(2) A statement describing the plan 
which identifies it and which sets forth 
the name or names of the employers, the 
effective date of the plan and of any 
amendments thereto, the method of dis¬ 
tribution or of disbursing benefits 
(whether by trustee, insurance company, 
or otherwise), the dates when the instru¬ 
ments or amendments were executed, 
the date of formal announcement and 
the dates when comprehensive detailed 
description of the plan and of each 
amendment thereto were made available 
to employees generally, the dates when 
the plan and when the trust or the con¬ 
tract evidencing the plan and of any 
amendments thereto were put into effect 
so that contributions thereunder were 
irrevocable and a summary of the provi¬ 
sions and rules relating to— 

(i) Employee eligibility requirements 
for participation in the plan, 

(U) Employee contributions. 

(ili) Employer contributions, 

(iv) The basis or formula for deter¬ 
mining the amount of each type of bene¬ 
fit and the requirements for obtaining 
such benefits and the vesting conditions, 

(v) The medium of funding (e. g., 
self-insured, unit purchase group annu¬ 
ity contract, individual level annual pre¬ 
mium retirement endowment insurance 
contracts, etc.) and. if not wholly in¬ 
sured, the medium of contributions and 
the kind of investments, and 

(vi) The discontinuance or modifica¬ 
tion of the plan and distributions or 
benefit payments upon liquidation or 
termination. 

(3) A tabulation in columnar form 
showing the Information specified below 
with respect to each of the 25 highest 
paid employees covered by the plan in 
the taxable year, listed in order of their 
nondeferred compensation (where there 
are several plans of deferred compensa¬ 
tion, the information for each of the 
plans may be shown on a single tabula¬ 
tion without repetition of the informa¬ 
tion common to the several plans): 

(i) Name. 

(ii) Whether an officer. 

(iii) Percentage of each class of stock 
owned directly or indirectly by the em¬ 
ployee or members of his family. 

(iv) Whether the principal duties con¬ 
sist in supervising the work of other 
employees. 

(v) Year of birth. 

(vl) Length of service for employer to 
the close of the year. 

(vil) Total nondef erred compensation 
paid or accrued during the taxable year 
with a breakdown of such compensation 
Into the following components: 

(a) Basic compensation and overtime 
pay. 
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( b ) Other direct payments, such as 
bonuses and commissions, 

(c) Compensation paid other than in 
cash, such as goods, services, insurance 
not directly related to the benefits or 
provided from funds under the plan, etc. 

(vlil) Amount allocated during the 
year for the benefit of the employee or 
his beneficiary (including any insurance 
provided thereby or directly related 
thereto), less the employee’s contribu¬ 
tions during the year, under each other 
plan of deferred compensation. 

(lx) Amount allocated during the year 
for the benefit of the employee or his 
beneficiary (including any insurance 
provided thereby or directly related 
thereto), less the employee's contribu¬ 
tions during the year, under the plan. 
If a profit-sharing or stock bonus plan, 
also a breakdown of such amounts into 
the following components: 

(a) Amounts originally allocated in 
the year, and 

<b) Amounts reallocated in the year. 

(x) Amounts of employee contribu¬ 
tions during the year under the plan, 

(xi) If a pension or annuity plan, 

(o) The retirement age and date and 
the form of the retirement benefit, 

(b) The annual rate or amount of the 
retirement benefit, and 

(c) The aggregate of all of the em¬ 
ployee’s contributions under the plan, 

all based, in the case of an employee who 
Is not on retirement benefit under the 
plan, upon the assumption of his con¬ 
tinued employment at his current rate 
of compensation until hla normal retire¬ 
ment age (or the end of the current year 
if later) and retirement on such date 
with the normal form of retirement 
benefit under the plan. 

(4) The following totals: 

(i) Total nondef erred compensation 
paid or accrued during the taxable year 
for all employees covered under the plan 
and also for all employees of the 
employer. 

(li) Total amount allocated during the 
year for the benefit of employees, former 
or retired employees, or their benefici¬ 
aries (including any insurance provided 
thereby or directly related thereto), less 
employee contributions during the year 
under the plan and, If a profit-sharing or 
'Stock bonus plan, also a breakdown of 
such total Into the following components: 

(a) Amount originally allocated In the 
year, and 

<b) Amount reallocated in the year. 

(5) A schedule showing the total num¬ 
ber of employees as of the close of tho 
year for each of the following groups, 
based on reasonable estimates: 

(i) All employees ineligible for cov¬ 
erage under the plan because of require¬ 
ments as to employment classification, 
specifying the reasons applicable to the 
group (as, for example, temporary, sea¬ 
sonal, part time, hourly pay basis, etc.). 

(U) All employees ineligible for cov¬ 
erage under the plan because of require¬ 
ments as to length of service and not 
Included in subdivision (1) of this sub- 
paragraph. 

(ill) All employees ineligible for cov¬ 
erage under the plan because of require¬ 
ments as to minimum age and not In- 
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eluded In subdivision (i) or (11) of this 
subparagraph. 

(iv) All employees Ineligible for cov¬ 
erage under the plan solely because of 
requirements as to minimum rate of 
compensation. 

(v) All employees Ineligible for cover¬ 
age under the plan other than those em¬ 
ployees Included in subdivision (1), (ii), 
(ill), or (Iv) of this subparagraph, speci¬ 
fying the reason applicable to the group. 

(vi) All employees Ineligible for cov¬ 
erage under the plan for any reasons, 
which should be the sum of subdivisions 
(1) to (v), inclusive, of this subpara¬ 
graph. 

(vlt) All employees eligible for cov¬ 
erage but not covered under the plan. 

(viii) All employees covered under the 
plan. 

(lx) All employees of the employer, 
which should be the sum of subdivisions 
<vl>, (vli), and (Till) of this subpara¬ 
graph. 

If it Is claimed that the requirements 
of section 401 (a) (3) (A) are satisfied, 
also the data and computations neces¬ 
sary to show that such requirements are 
satisfied. 

(6) In the case of a trust, a detailed 
balance sheet and a detailed statement 
of receipts and disbursements during the 
year; in the case of a non trusteed an¬ 
nuity plan, a detailed statement of the 
names of the Insurers, the contributions 
paid by the employer and by the em¬ 
ployees, and a statement as to the 
amounts and kinds of premium refunds 
or similar credits made available and the 
disposition of such credits in the year. 

(7) If a pension or annuity plan, a 
detailed description of all the methods, 
factors, and assumptions used in deter¬ 
mining costs and in adjusting the costs 
for actual experience under the plan 
(including any loadings, contingency re¬ 
serves, or special factors and the basis 
of any insured costs or liabilities in¬ 
volved therein) explaining their source 
and application in sufficient detail to 
permit ready analysis and verification 
thereof, and, in the case of a trust, a de¬ 
tailed description of the basis used in 
valuing the investments held. Also a 
summary of the resulting costs or liabili¬ 
ties and adjustments for the year under 
the pension or annuity plan in sufficient 
detail to permit ready verification of the 
reasonableness thereof. 

(8) A statement of the applicable lim¬ 
itations under section 404 (a) (1), (2), 
(3), or (7> and an explanation of the 
method of determining such limitations 
and a summary of the data and compu¬ 
tations necessary to determine the allow¬ 
able deductions for the taxable year. 

(9) A statement of the contributions 
paid in the taxable year, showing the 
date and amount of each payment. Also 
a summary of the deductions claimed for 
the taxable year for the plan with a 
breakdown of the deductions claimed 
into the following components; 

(I) For contributions paid in the tax¬ 
able year before giving* effect to the pro¬ 
visions of paragraph (7) of section 
404 (a). 

(II) For contributions paid in prior 
taxable years beginning after December 
31, 1941, in accordance with the carry¬ 


over provisions of paragraphs (1) and 
(3) of section 404 (a), before giving ef¬ 
fect to the provisions of paragraph (7) 
thereof, and in accordance with tho 
carryover provisions of section 404 <d). 

(ill) Any reductions or increases in 
the deductions in accordance with the 
provisions of paragraph (7) of section 
404 (a). 

<b) For taxable years subsequent to 
the year for w’hich all of the applicable 
information under paragraph (a> of this 
section (or corresponding provisions of 
prior regulations) has been filed, infor¬ 
mation is to be filed only to the following 
extent: 

(1) If there Is any change in the plan. 
Instruments, methods, factors, or as¬ 
sumptions upon which the data and in¬ 
formation specified in subparagraph (1), 
(2), or (7> of paragraph (a) of this sec¬ 
tion are based, a detailed statement ex¬ 
plaining the change and its effect is to 
be filed only for the taxable year In which 
the change is put Into effect. However, 
If there is no such change, unless other¬ 
wise requested by the district director, 
merely a statement that there Is no such 
change is to be filed. 

(2) The Information specified in sub- 
paragraph (3) of paragraph (a) of this 
section which has been filed for a taxable 
year, unless otherwise requested by the 
district director and so long as the plan 
and the method and basis of allocations 
are not changed, is to be filed for subse¬ 
quent years only to the extent of showing 
in the tabulation such Information with 
respect to employees who. at any time In 
the taxable year, own. directly or indi¬ 
rectly, more than 5 percent of the voting 
stock, considering stock so owned by an 
individual's spouse or minor lineal de¬ 
scendant as owned by the individual for 
this purpose. 

(3> The information specified in sub- 
paragraphs (4). (5), (6). (8). and (9) 
of paragraph (a) of this section. 

<c> If a deduction is claimed under 
section 404 (a) (5) for the taxable year, 
the taxpayer shall furnish such informa¬ 
tion as Is necessary to show that the de¬ 
duction is not allowable under the other 
paragraphs of section 404 (a), that the 
amount paid Is an ordinary and neces¬ 
sary expense or an expense for the 
production of Income, and that the em¬ 
ployees' rights to, or derived from, such 
employer’s contribution or such compen¬ 
sation were nonforfeitable at the time 
the contribution or compensation was 
paid. 

(d) For the purpose of tho informa¬ 
tion required by this section, contribu¬ 
tions paid in & taxable year should 
include those deemed to be so paid in ac¬ 
cordance with the provisions of section 
404 (a) (6) and should exclude those 
deemed to be paid in the prior taxablo 
year in accordance with such provisions. 
As used in this section, "taxable year'* 
refers to the taxable year of the em¬ 
ployer and, unless otherwise requested by 
the district director, a "year" which is 
not specified as a "taxable year" may be 
taken os the taxable year of the em¬ 
ployer or as the plan, trust, valuation, 
or group contract year with respect to 
w hich deductions are being claimed pro¬ 
vided the same rule is followed con¬ 
sistently so that there 1s no gap or 


overlap In the information furnished for 
each item. In any case the date or pe¬ 
riod to which each item of Information 
furnished relates should be clearly 
shown. All the Information required by 
this section should be filed with the tax 
return for the taxable year in which the 
deduction is claimed except that, unless 
sooner requested by the district director, 
such Information, other than that sped- 
fled in subparagraphs (4) (i) and <g> 
of paragraph (a) of this section, may be 
filed within 12 months after the close of 
the taxable year provided there Is filed 
with the tax return a statement that the 
information cannot reasonably be filed 
therewith, setting forth the msora 
therefor. 

(e) In any case all the information 
and data required by this section must 
be filed in the office of the district direc¬ 
tor in which the employer files his tax 
returns and Identified for association 
with the appropriate returns and must 
be filed independently of any informa¬ 
tion and data otherwise submitted In 
connection with a determination of the 
qualification of the trust or plan under 
section 401 (a>. The district director 
may, in addition, require any further in¬ 
formation that he considers necessary to 
determine allowable deductions under 
section 404 or qualification under section 
401 and may waive the filing of such In¬ 
formation required herein which he finds 
unnecessary in a particular case. 

<f> Records substantiating all data 
and information required by this section 
to be filed must be kept at all times avail¬ 
able for inspection by internal revenue 
officers at the main office or place of 
business of the employer. 

i 1.404 (a)-3 Contributions of an 
employer to or under an employees* pe«- 
sion trust or annuity plan that meets the 
requirements of section 401 (a); appli¬ 
cation of section 404 (a) (1). (a* If 
contributions are paid by an employer 
to or under a pension trust or annuity 
plan for employees and the general con¬ 
ditions and limitations applicable to 
deductions for such contributions aro 
satisfied (see ! 1.404 (a)-l), the contri¬ 
butions are deductible under section 404 
(a) (1) or (2) if the further conditions 
provided therein are also satisfied. As 
used here, a "pension trust'* means a 
trust forming part of a pension plan and 
an "annuity plan" means a pension plan 
under which retirement benefits arc pro¬ 
vided under annuity or insurance con¬ 
tracts without a trust. This section is 
also applicable to contributions to a for¬ 
eign situs pension trust which could 
qualify for exemption under section 501 
(a) except that it is not created or or¬ 
ganized and maintained in the United 
Btatcs. For the meaning of "pension 
plan" as used here, see f 1.401-1 (b> (1> 
(1). Where disability pensions, insur¬ 
ance, or survivorship benefits incidental 
and directly related to the retirement 
benefits under a pension or annuity plan 
are provided for the employees or their 
beneficiaries by contributions under the 
plan, deductions on account of such in* 
cldentol benefits are also covered under 
section 404 <a> (1) or (2). See 1 1402 
(a)-l (a) (3> as to taxability to employ* 
ees of cost of incidental Insurance pro* 
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tectlon. In order to be deductible under 
section 404 <a> (1), contributions to a 
pension trust must be paid In a taxable 
year of the employer which ends with or 
within a year of the trust for which it Is 
exempt under section 501 (a). In order 
that contributions carried over may be 
deducted in a succeeding taxable year of 
the employer in accordance with section 
404 (a) (1) <D>, the succeeding year 
also must end with or within a taxable 
year of the trust for which it is exempt 
under section 501 <a>. See $ 1.404 (a)-8 
as to conditions for deductions under 
section 404 (a) (2) in the case of an 
annuity plan. In either case, the de¬ 
ductions are also subject to further 
limitations provided in section 404 (a) 

(1). The limitations provided in section 
404 (a) (1) are, with an exception pro¬ 
vided for certain years under subpara¬ 
graph (A) thereof (see 5 1.404 (a)-4), 
based on the actuarial costs of the plan. 

(b) In determining costs for the pur¬ 
pose of limitations under section 404 (a) 
(1). the effects of expected mortality and 
interest must be discounted and the 
effects of expected withdrawals, changes 
in compensation, retirements at various 
ages, and other pertinent factors may bo 
discounted or otherwise reasonably rec¬ 
ognized. A properly weighted retirement 
age based on adequate analyses of repre- 
aentative experience may be used as an 
assumed retirement age. Different basic 
assumptions or rates may be used for 
different classes of risks or different 
groups where Jus tiffed by conditions or 
required by contract. In no event shall 
costs for the purpose of section 404 <a> 
(1) exceed costs based on assumptions 
and methods which are reasonable in 
view of the provisions and coverage of 
the plan, the funding medium, reason¬ 
able expectations as to the effects of 
mortality and interest* reasonable and 
adequate regard for other factors such as 
withdrawal and deferred retirement 
(whether or not discounted) which can 
be expected to reduce costs materially, 
reasonable expenses of operation, and all 
other relevant conditions and circum¬ 
stances. In any case, in determining the 
costs and limitations, an adjustment 
shall be made on account of any experi¬ 
ence more favorable than that assumed 
in the basis of limitations for prior years. 
Unless such adjustments are consistently 
made every year by reducing the limita¬ 
tions otherwise determined by any de¬ 
crease in liability or cost arising from 
experience in the next preceding taxable 
year which was more favorable than the 
assumptions on which the costs and limi¬ 
tations were based, the adjustment shall 
be made by some other method approved 
by the Commissioner. 

<c> The amount of a contribution to 
a pension or annuity plan that is de¬ 
ductible under section 404 (a) (1) or (2) 
depends upon the methods, factors, and 
assumptions which are used to compute 
the costs of the plan and the limitation 
of section 404 (a) (1) which is applied. 
Since the amount that is deductible for 
one taxable year may affect the amount 
that is deductible for other taxable 
years, the methods, factors, and assump¬ 
tions used in determining costs and the 
of determining the limitation 
wmch have been used for determining 
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the deduction for a taxable year for 
which the return has been filed shall not 
be changed for such taxable year, except 
when the Commissioner determines that 
the methods, factors, assumptions, or 
limitations were not proper, or except 
when a change is necessitated by reason 
of the use of different methods, factors, 
assumptions, or limitations for another 
taxable year. However, different meth¬ 
ods, factors, and assumptions, or a 
different method of determining the lim¬ 
itation. If they are proper, may be used 
In determining the deduction for a sub¬ 
sequent taxable year. In any case, see 
subparagraphs (7) and (8) of paragraph 

(a) and subparagraphs (1) and <3> of 
paragraph (b) of $ 1.404 (a)-2 for the 
information which must be submitted 
regarding the methods, factors, assump¬ 
tions, and limitations. 

<d> Any expenses Incurred by the em¬ 
ployer In connection with the plan, such 
as trustee's and actuary's fees, which 
are not provided for by contributions 
under the plan are deductible by tho 
employer under section 162 (relating to 
trade or business expenses), or 212 
(relating to expenses for‘production of 
income) to the extent that they are 
ordinary and necessary. 

(e) In case deductions are allowable 
under section 404 (a) (3) as well as 
under section 404 (a) (1) or (2), the 
limitations under section 404 (a) (1) 
and (3) ore determined and applied with¬ 
out giving effect to the provisions of 
section 404 (a) (7) but theyamounts al¬ 
lowable as deductions are subject to the 
further limitations provided in section 
404 (a) (7). See $ 1,404 ca)-13. 

$ 1,404 (a)-4 Pension and annuity 
plans; limitations under section 404 (a) 
(1) (A) . (a) Subject to the applicable 
general conditions and limitations (see 
$ 1,404 (a)-3), the Initial limitation 
under section 404 (a) (1) (A) Is 5 per¬ 
cent of the compensation otherwise paid 
or accrued during the taxable year to all 
employees under the pension or annuity 
plan. This initial 5-percent limitation 
applies to the first taxable year for 
which a deduction is allowed for con¬ 
tributions to or under such a plan and 
also applies to any subsequent year for 
which the 5-percent figure is not re¬ 
duced as provided in this section. For 
years to which the initial 5-percent limi¬ 
tation applies, no adjustment on account 
of prior experience is required. If the 
contributions do not exceed the Initial 
5-percent limitation in the first taxable 
year to which this limitation applies, 
the taxpayer need not submit actuarial 
data for such year. 

(b) For the first taxable year follow¬ 
ing the first year to which the initial 
5-percent limitation applies, and for 
every fifth year thereafter, or more fre¬ 
quently where preferable to the tax¬ 
payer, the taxpayer shall submit with his 
return an actuarial certification of the 
amount reasonably necessary to provide 
the remaining unfunded cost of past and 
current service credits of all employees 
under the plan with a statement ex¬ 
plaining all the methods, factors, and 
assumptions used in determining such 
amount. This amount may be deter¬ 
mined as the sum of (1) the unfunded 
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past service cost as of the beginning of 
the year, and (2) the normal cost for 
the year. Such costs shall bo deter¬ 
mined by methods, factors, and assump¬ 
tions appropriate as a basis of limita¬ 
tions under section 404 (a) (1) (C). 
Whenever requested by the district 
director, a similar certification and 
statement shall be submitted for the 
year or years specified in such request. 
The district director will make periodi¬ 
cal examinations of such data at not less 
than 5-year intervals. Based upon such 
examinations the Commissioner will re¬ 
duce the limitation under section 404 
(a) (1) (A) below the 5-percent limita¬ 
tion for the years with respect to which 
he finds that the 5-percent limitation 
exceeds the amount reasonably neces¬ 
sary to provide the remaining unfunded 
cost of past and current service credits 
of all employees under the plan. Where 
the limitation is so reduced, the reduced 
limitation shall apply until the Com¬ 
missioner finds that a subsequent actu¬ 
arial valuation shows a change to be 
necessary. Such subsequent valuation 
may be made by the taxpayer at any 
time and submitted to the district direc¬ 
tor with a request for a change in the 
limitation. 

(c) For the purpose of limitations 
under section 404 (a) (X) (A), "com¬ 
pensation otherwise paid or accrued'* 
means all of the compensation paid or 
accrued except that for which a deduc¬ 
tion is allowable under a plan that 
qualifies under section 401 (a), including 
a plan that qualifies under section 404 
(a)(2). Where two or more pension or 
annuity plans cover the same employee, 
under section 404 (a) (1) (A) the de¬ 
ductions with respect to each such plan 
are subject to the limitations applicable 
to the particular plan and the total de¬ 
ductions for all such plans are also sub¬ 
ject to the limitations which would be 
applicable thereto if they constituted a 
single plan. Where, because of the par¬ 
ticular provisions applicable to a large 
class of employees under a plan, the 
costs with respect to such employees are 
nominal In comparison with their com¬ 
pensation, after the first year to which 
the initial 5-percent limitation applies, 
deductions under section 404 (a) <1) (A) 
are subject to limitations determined 
by considering the plan applicable to 
such class as If it were a separate plan. 
Deductions are allowable to the extent 
of the applicable limitations under sec¬ 
tion 404 (a) (1) (A) even where these 
are greater than the applicable limita¬ 
tions under section 404 (a) (X). (B) or 
section 404 (a) (1) (C). 

$ 1.404 (a)-5 Pension and annuity 
plans; limitations under section 404 (a) 
(1) ( B >. (a) Subject to the applicable 
general conditions and limitations (see 
$ 1.404 (a)-3), under section 404 (a) (X) 
<B). deductions may be allowed to the 
extent of limitations based on costs de¬ 
termined by distributing the remaining 
unfunded cost of the past and current 
service credits with respect to all em¬ 
ployees covered under the trust or plan 
as a level amount or level percentage of 
compensation over the remaining service 
of each such employee except that, as to 
any three Individuals with respect to 
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'whom more than 50 percent of such 
remaining unfunded cost is attributable, 
the remaining unfunded cost attribut¬ 
able to such individuals shall be dis¬ 
tributed evenly over a period of at least 
five taxable years. 

(b) The statutory limitation for any 
taxable year under section 404 (a) (1) 
(B) is any excess of the amount of tha 
costs described in paragraph <a) of this 
section for the year over the amount 
allowable as a deduction under section 
404 (a) (1) (A). 

(c) For this purpose, such excess, ad¬ 
justed for prior experience, may bo 
computed for each year as follows, all 
determinations being made os of tha 
beginning of the year: 

(1) Determine the value of all bene¬ 
fits expected to be paid after the begin¬ 
ning of the year for all employees, any 
former employees, and any other bene¬ 
ficiaries, then covered under the plan. 

<2) If employees contribute under the 
plan, determine the value of all contri¬ 
butions expected to be made after the 
beginning of tho year by employees then 
covered under tho plan. 

(3) Determine the value of all funds 
of the plan as of the beginning of tho 
year. 

(4) Determine the amount remain¬ 
ing to be distributed as a level amount 
or as a level percentage of compensation 
over the remaining future service of each 
employee by subtracting from subpara¬ 
graph (1) of this paragraph the sum of 
subparagraphs (2) and (3) of this para¬ 
graph. 

<5) Determine the value of all com¬ 
pensation expected to be paid after the 
beginning of the year to all employees 
then covered under the plan. 

<fl> Determine an accrual rate for 
each employee by dividing subparagraph 

(3) of this paragraph into subparagraph 

(4) of this paragraph. 

(V Compute the excess under section 
404 (a) (1) (B) for the year by multiply¬ 
ing the compensation paid to all em¬ 
ployees covered under the plan during 
the year by any excess of subparagraph 
*6) of this paragraph over 5 percent. 
In general, where this method is used, 
the limitation under section 404 (a) (I) 
<B> will be equal to the excess so com¬ 
puted without further adjustment on 
account of prior favorable experience, 
provided all the factors and assumptions 
used ore reasonable in view of all ap¬ 
plicable considerations (see $ 1.404 
(a)-3) and provided subparagraph (5) 
of this paragraph is not less than five 
times the annual rate of compensation 
in effect at the beginning of the year. 

(d) Instead of determining the excess 
deductible under section 404 (a) (1) (B) 
by the method shown in paragraph (c), 
such excess may be based upon cost 
determined by some other method which 
Is reasonable and appropriate under the 
circumstances. Thus, such excess may 
be based on the amounts necessary with 
respect to each Individual covered em¬ 
ployee to provide the remaining un¬ 


funded cost of all his benefits under the 
plan distributed os a level amount over 
the period remaining until the normal 
commencement of his retirement bene¬ 
fits, In accordance with other generally 
accepted actuarial methods which are 
reasonable and appropriate in view of 
the provisions of the plan, the funding 
medium, and other applicable considera¬ 
tions. 

fl 1-404 (a) -6 PcTision and annuity 
plans; limitations under section 404 <a) 
(1) (C). (a) Subject to the applicable 
general conditions and limitations (see 
5 1.404 (a)-3), in lieu of amounts de¬ 
ductible under the limitations of sec¬ 
tion 404 (a) <1) (A) and section 404 (a) 

(1) (B), deductions may be allowed 
under section 404 (a) (1) <C) to the 
extent of limitations based on normal 
and past service or supplementary costs 
of providing benefits under the plan. 
“Normal cost** for any year is the amount 
actuariall 7 determined which would be 
required as a contribution by the em¬ 
ployer in such year to maintain the plan 
if the plan had been in effect from the 
beginning of service of each then in¬ 
cluded employee and if such costs for 
prior years had been paid and all as¬ 
sumptions as to interest, mortality, time 
of payment, etc., had been fulfilled. Past 
service or supplementary cost at any time 
is the amount actuarlally determined 
which would be required at such time 
to meet all the future benefits provided 
under the plan which would not be met 
by future normal costs and employee 
contributions with respect to the em¬ 
ployees covered under the plan at such 
time. 

(b) The limitation under section 404 
(a) (1) (C) for any taxable year Is the 
sum of normal cost for the year plus an 
amount not in excess of one-tenth of 
the past service or supplementary cost as 
of the date the past service or sup¬ 
plementary credits are provided under 
the plan. For this purpose the normal 
costa may be determined by any gen¬ 
erally accepted actuarial method and 
may be expressed either as (1) the ag¬ 
gregate of level amounts with respect to 
each employee covered under the plan, 

(2) a level percentage of payroll with 
respect to each employee covered under 
the plan, or (3) the aggregate of the 
single premium or unit costs for the 
unit credits accruing during the year 
with respect to each employee covered 
under the plan, provided, in any case, 
that the method Is reasonable in view 
of the provisions and coverage of the 
plan, the funding medium, and other ap¬ 
plicable considerations. The limitation 
may include one-tenth of the past serv¬ 
ice or supplementary cost as of the date 
the provisions resulting in such cost were 
put into effect, but It is subject to ad¬ 
justments for prior favorable experience. 
See 5 1.404 (a)-3. In any case, past 
service or supplementary costs shall not 
be included in the limitation for any 
year in which the amount required to 
fund fully or to purchase such past serv¬ 


ice or supplementary credits has been 
deducted, since no deduction is allow 
able for any amount (other than the nor¬ 
mal cost) which is paid in after sudh 
credits are fully funded or purchased. 

fi 1.404 (a)-7 Pension and annuity 
plans: contributions in excess of limit*, 
tions under section 404 (a) (1); appheo- 
tion of section 404 (a) (I) (D). Where 
contributions paid by an employer in a 
taxable year to or under a pension or 
annuity plan exceed the limitations 
applicable under section 404 (a) (1) but 
otherwise satisfy the conditions for de¬ 
duction under section 404 (a) (1) or 2), 
then in accordance with section 404 (a) 
(1) (D), the excess contributions are 
carried over and are deductible in suc¬ 
ceeding taxable years in order of time 
to the extent of the difference between 
the amount paid and deductible in each 
succeeding year and the limitation appli¬ 
cable to such year under section 404 
(a) (1) (A). (B), or (C). The provisions 
of section 404 (a) (1) (D) ore to be ap¬ 
plied before giving effect to the provi¬ 
sions of section 404 (a) (7) for any year. 
The carryover provisions of section 404 
(a) (1) (D), before effect has been given 
to section 404 (a) (7). may be illustrated 
by the following example for a plan put 
into effect in a taxable year ending De¬ 
cember 31, 1954: 


Taxable year ending Dec. 81.1954: 
Amount of contribution* paid in 
year_....__ 

$100,000 
60,000 
00,000 

Limitation applicable to year_ 

Amount deductible for year _ _ _ 

Excess carried over to suc¬ 
ceeding year#...___ 

40,000 

Taxable year ending Dec. 31. 1055: 
Amount of contributions paid 
In year... 

23.000 

Carried over from previous years- 

40,000 

Total deductible subject to 

limitation.. 

Limitation applicable to year.... 
Amount deductible for year..... 

63.000 

50,000 
50.000 

Excess carried over to suc¬ 
ceeding years_ 

15.000 

Taxable year ending Dec. 31. 1958: 

Amount of contributions paid In 

year____ 10.000 

Carried over from previous years. 13.000 

Total deductible subject to 

limitation__. 

Limitation applicable to year... 
Amount deductible far year.... 

25.000 

46,000 

25.000 

Excess carried over to suc¬ 
ceeding years..... 

None 


g 1.404 (a) -8 Contributions of an em¬ 
ployer under an employees ' annuity plan 
which meets the requirements of section 
401 (a); application of section 404 (a) 
12). (a) If contributions are paid by 
an employer under an annuity pian for 
employees and the general conditions 
and limitations applicable to deductions 
for such contributions are satisfied (see 
5 1.404 (a)-l), the contributions are de¬ 
ductible under section 404 (a) (2) if tbe 
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further conditions provided therein are 
satined. For the meaning of “annuity 
plan" as used here, see 8 1.404 (a)-3. 
In order that contributions by the em¬ 
ployer may be deducted under section 
404 <a> (2), all of the following condi¬ 
tions must be satisfied: 

tl> The contributions must be paid 
toward the purchase of retirement 
annuities (or for disability, severance, 
insurance, or survivorship benefits inci¬ 
dental and directly related to such an- 
nuities> under an annuity plan for the 
exclusive benefit of the employer’s em¬ 
ployees or their beueficiaries. See 
11.401-1 (a). 

(2) The contributions must be paid in 
a taxable year of the employer which 
ends with or within a year of the plan 
for which it meets the applicable re¬ 
quirements with respect to discrimina¬ 
tion set out in section 401 (a) (3). (4), 
(8). and (6). In order that contribu¬ 
tions carried over may be deducted in a 
succeeding taxable year of the employer 
in accordance with section 404 (a) (1) 
(D). the succeeding year also must end 
with or within a taxable year of the plan 
for which it meets such requirements. 
See 81 1.401-3 and 1.401-4. These re¬ 
quirements are considered to be satisfied 
for the period beginning with the date 
on which an annuity plan was put into 
effect and ending with the fifteenth day 
of the third month following the close 
of the taxable year of the employer in 
which the plan was put into effect, if all 
provisions of the plan which are neces¬ 
sary to satisfy such requirements are in 
effect by the end of such period and have 
been made effective for all purposes with 
respect to the whole of such period. See 
section 401 (b) and 8 1.401-6. It should 
be noted that the period in which a plan 
may be amended to qualify under sec¬ 
tion 401 (b> ends before the date tax¬ 
payers, other than corporations, are 
required to file income tax returns. 

<3> There must be a definite written 
arrangement between the employer and 
the Insurer that refunds of premiums, if 
*ny, shall be applied within the taxable 
year of the employer in which received or 
within the next succeeding taxable year 
toward the purchase of retirement 
annuities (or for disability, severance, 
insurance, or survivorship benefits inci¬ 
dental and directly related to such an¬ 
nuities) under the plan. For the purpose 
of this condition, “refunds of premiums'* 
means payments by the insurer on ac¬ 
count of credits such as dividends, ex¬ 
perience rating credits, or surrender or 
cancellation credits. The arrangement 
may be in the form of contract provisions 
or written directions of the employer or 
Partly in one form and partly in another. 
JhU condition will be considered satis¬ 
fied where— 

( l> All credits are applied regularly, as 
arc determined, toward the pre¬ 
miums next due under the contracts 
oeiorc any further employer contribu¬ 
tions are so applied, and 
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(ii) Under the arrangement, 

(a) No refund of premiums may be 
made during continuance of the plan 
unless applied as aforesaid, and 

<b> If refunds of premiums may be 
made after discontinuance of the plan 
on account of surrenders or cancellations 
before all retirement annuities provided 
under the plan with respect to service 
before its discontinuance have been 
purchased, such refunds will be applied 
in the taxable year of the employer in 
which received, or In the next succeed¬ 
ing taxable year, to purchase retirement 
annuities for employees by a procedure 
which does not contravene the condi¬ 
tions of section 401 (a) (4). 

(b) Where the above conditions are 
satisfied, the amounts of deductions un¬ 
der section 404 (a) <2) are governed by 
the limitations provided in section 404 
(a) <1>. See 88 1 404 (a>-3 to 1.404 
(a>-7. inclusive. 

i 1.404 (a)-9 Contributions of an em¬ 
ployer to an employees' profit-sharing or 
stock bonus trust that meets the require¬ 
ments of section 401 (a); application of 
section 404 (a) (3) (A). (a) If contri¬ 
butions are paid by on employer to a 
profit-sharing or stock bonus trust for 
employees and the general conditions 
and limitations applicable to deductions 
for such contributions are satisfied (see 
8 1.404 <a>-l). the contributions are de¬ 
ductible under section 404 (a) (3) (A) 
if the further conditions provided 
therein are also satisfied. In order to be 
deductible under section 404 (a) (3) (A) 
the contributions must be paid In a tax¬ 
able year of the employer which ends 
with or within a taxable year of the trust 
for which it is exempt under section 501 
(a) and the trust must not be designed 
to provide retirement benefits for which 
the contributions can be determined ac- 
tuarialiy. In order that contributions 
carried over may be deducted in a suc¬ 
ceeding taxable year of the employer in 
accordance with the third sentence of 
section 404 (a) (3) (A), the succeeding 
year also must end with or within a tax¬ 
able year of the trust for w'hich it is 
exempt under section 501 (a). This sec¬ 
tion is also applicable to contributions 
to a foreign situs profit-sharing or stock 
bonus trust which could qualify for ex¬ 
emption under section 501 (a) except 
that it is not created or organized and 
maintained in the United States. 

(b) The amount of deductions under 
section 404 (a) (3) (A) for any taxable 
year is subject to limitations based on 
the compensation otherwise paid or ac¬ 
crued during such taxable year to the 
employees who, in such year, are bene¬ 
ficiaries of the trust funds accumulated 
under the plan. For this purpose “com¬ 
pensation otherwise paid or accrued'* 
means all of the compensation paid or 
accrued except that for whtch a deduc¬ 
tion is allowable under a plan that qual¬ 
ifies under section 401 (a), including a 
plan that qualifies under section 404 (a). 
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(2) . The limitations under section 404 
(a) (3> (A) apply to the total amount 
deductible for contributions to the trust 
regardless of the manner in which the 
funds of the trust are invested, applied, 
or distributed, and no other deduction 
is allowable on account of any benefits 
provided by contributions to the trust or 
by the funds thereof. Where contribu¬ 
tions are paid to two or more profit-shar¬ 
ing or stock bonus trusts satisfying the 
conditions for deduction under section 
404 (a) (3) (A), such trusts are con¬ 
sidered as a single trust in applying these 
limitations. 

<c> The primary limitation on deduc¬ 
tions for a taxable year is 15 percent of 
the compensation otherwise paid or ac¬ 
crued during such taxable year to the 
employees who. in such year, are benefi¬ 
ciaries of the trust funds accumulated 
under the plan. So long as the con¬ 
tributions do not In any year exceed the 
primary limitation, this is the only 
limitation under section 404 (a) <3> 
(A) which has any effect. 

<d> In order that the deductions may 
average 15 percent of compensation 
otherwise paid or accrued over a period 
of years, where contributions in some 
taxable year are less than the primary 
limitation but contributions in some suc¬ 
ceeding taxable year exceed the primary 
limitation, deductions in each succeeding 
year are subject to a secondary limita¬ 
tion instead of to the primary limitation. 
The secondary limitation for any year is 
equal to the lesser of (1) twice the pri¬ 
mary limitation for the year, or (2) any 
excess of (i) the aggregate of the primary 
limitations for the year and for all prior 
years over (U) the aggregate of the de¬ 
ductions allowed or allowable under the 
limitations provided in section 404 (a) 

(3) (A) for all prior years. 

<e> In any case where the contribu¬ 
tions in a taxable year exceed the 
amount allowable as a deduction for the 
year under section 404 (a) (3) (A), the 
excess is deductible in succeeding taxable 
years, in order of time, in which the con¬ 
tributions are less than the primary limi¬ 
tations. However, the total deduction 
for any such succeeding year cannot ex¬ 
ceed the lesser of (I) the primary limi¬ 
tation for such year, or <2> the sum of 
the contributions in such year and the 
excess contributions not deducted under 
the limitations of section 404 (a) (3) (A) 
for prior years. 

(f) In case deductions are allowable 
under section 404 (a) (1) or (2). as well 
as under section 404 (a) (3) (A), the 
limitations under section 404 (a) (1) and 
(3) (A) are determined and applied 
without giving effect to the provisions of 
section 404 (a) (7). but the amounts al¬ 
lowable as deductions are subject to the 
further limitations provided in section 
404 (a) (7). See 8 1.404 (a)-13. 

(g) The provisions of section 404 (a> 
(3) (A) before giving effect to section 
404 <a) (7), may be illustrated as fol¬ 
lows; 
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paragraph (1). (2). <3>. (4). or (7) of 
irnch section. No deduction is allowable 
under section 404 (a) f5> for any contri¬ 
bution paid or accrued by an employer 
under a stock bonus, pension, profit- 
sharing. or annuity plan, or for any com¬ 
pensation paid or accrued on account of 
any employee under a plan deferring the 
receipt of such compensation, except in 
the year when paid, and then only to the 
extent allowable under section 404 (a). 
See 8 1-404 If payments are made 

under such a plan and the amounts are 
not deductible under the other para¬ 
graphs of section 404 (a), they are de¬ 
ductible under paragraph (5) of such 
subsection to the extent that the rights 
of Individual employees to, or derived 
from, such employer’s contribution or 
such compensation are nonforfeitable at 
the time the contribution or compensa¬ 
tion is paid. If unfunded pensions are 
paid directly to former employees, their 
rights to such payments are nonforfeit¬ 
able. and accordingly, such amounts are 
deductible under section 404 (a) (5> 
when paid. Similarly, if amounts are 
paid as a death benefit to the benefici¬ 
aries of on employee <for example, by 
continuing his salary for a reasonable 
period), and If such amounts meet the 
requirements of section 162 or 212, such 
amounts are deductible under section 404 
(a) t5> in any case when they are not 
deductible under the other paragraphs of 
section 404 (a). As to what constitutes 
nonforfeitable lights of an employee in 
other cases, sec 8 1.402 cb)-l. If an 
amount is accrued but not paid during 
the taxable year, no deduction is allow¬ 
able for such amount for such year. If 
an amount is paid during the taxable 
year to a trust or under a plan and the 
employee’s rights to such amounts are 
forfeitable at the time the amount is 
paid, no deduction is allowable for such 
amount for any taxable year. 

1 1 404 (a)-13 Contributions of an 
employer where deductions are allowable 
under section 404 (a) (1) or (2) and also 
under section 404 (a) (3); application 
of tection 404 <a) (7). <a> Where de¬ 

ductions art allowable under section 404 
<a) <i> or (2) on account of contribu¬ 
tions under a pension or annuity plan 
and deductions are also allowable under 
section 404 (a) (3) for the same taxable 
year, on account of contributions to a 
profit-sharing or stock bonus trust, the 
total deductions under these sections are 
subject to the provisions of section 404 
(7 > unless no employee who is a 
weficiary under the trusts or plans for 
*hich deductions are allowable under 
action 404 <a) (I) or (2) is also a benc- 
nciary under the trusts for which de¬ 
ductions are allowable under section 404 
< 3 ). The provisions of section 404 
°nly to deductions for 
overlapping trusts or plans, i. e.. for all 
«usts or plans for which deductions are 
auowable under section 404 (a) (1), (2). 
e *cept U> any trust or plan for 
deductions are allowable under 
wtion404 <a> (1) or (2) and which does 
oi eover any employee w ho is also cov- 
red onder a trust for which deductions 
wre allowable under section 404 (a) (3). 

(2) any trust for which deductions 
“^allowable under section 404 (a) (3). 
***** which does not cover any employee 
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who is also covered under a trust or plan 
for which deductions arc allowable under 
section 404 ca) (!) or <2). The limi¬ 
tations under section 404 (a) (7) for 
any taxable year are based on the com¬ 
pensation otherwise paid or accrued 
during the year to all the employees who 
are beneficiaries under the overlapping 
trusts or plans In the year. For this 
purpose “compensation, otherwise paid 
or accrued” means all of the compensa¬ 
tion paid or accrued except that for 
which a deduction is allowable under a 
plan that qualifies under section 401 (a), 
including a plan that qualifies under sec¬ 
tion 404 fa> (2). The employees who 
are beneficiaries under overlapping 
trusts or plans in a year include all the 
employees who. In the year, are bene¬ 
ficiaries of the funds accumulated under 
one or more of the overlapping trusts or 
plans. 

(b) Under section 404 (a) (7), any ex¬ 
cess of the total amount otherwise de¬ 
ductible for the taxable year under sec¬ 
tion 404 (a) (1). <2),or (3) as contribu¬ 
tions to overlapping trusts or plans over 
25 percent of the compensation otherwise 
paid or accrued during the year to all 
the employees who are beneficiaries 
under such trusts or plans, is not de¬ 
ductible for such year but is deductible 
for succeeding taxable years, In order of 
time, so that the total deduction for con¬ 
tributions to such trusts or plans for a 
succeeding taxable year is equal to the 
lesser of— 

(1) 30 percent of the compensation 
otherwise paid or accrued during the tax¬ 
able year to ail the employees who are 
beneficiaries under such trusts or plans 
in the year, or 


(2) The sum of Cl) the smaller of (a) 
25 percent of the compensation otherwise 
paid or accrued during the taxable year 
to all the employees who are beneficiaries 
under such trusts or plans in the year, 
or (6) the total of the amounts otherwise 
deductible under section 404 <a) (1),<2), 
or (3) for the year for such trusts or 
plans and <il) any carryover to the year 
from prior years under section 404 (a) 
(7). 1. e., any excess otherwise deductible 
under section 404 <a> (D, (2), or (3>, 
but not deducted for a prior taxable 
year because of the limitations under 
section 404 fa) <7>. 

(c> The limitations under section 404 
(a) (7) arc determined and applied after 
all the limitations, deductions otherwise 
allowable, and carryovers under section 
404 (a) (1), (2), and (3) have been de¬ 
termined and applied, and. in particular, 
after effect has been given to the carry¬ 
over provision in section 404 <a) (l) 
(D) and in the second and third sen¬ 
tences of section 404 (a) (3) (A). Where 
the limitations under section 404 fa) (7) 
reduce the total amount deductible, the 
excess deductible in succeeding years Is 
treated as a carryover which is distinct 
from, and additional to, any excess con¬ 
tributions carried over and deductible In 
succeeding years under the provisions in 
section 404 (a) (1) <D> or In the third 
sentence of section 404 (a) (3) (A). The 
application of the provisions of section 
404 (a) (7) and the treatment of carry¬ 
overs for a case where the taxable years 
are calendar years and the overlapping 
trusts or plans consist of a pension trust 
and a profit-sharing trust put Into effect 
in 1954 and covering the same employees 
may be illustrated as follows: 


IUfTtriLATiox o r Apmicatiox or Pnorrtjox* or Betook *>4 (a) (7) axis or Tefatwicnt or C amktotrka mi 
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arrot* •rrixo tmcT to ttcnoN 404 (a) m 

rvmlon tm«t contributions and limitations, deductions, and carryovers under 
Mfitoa 404 (a) fl>: 

1. Contributions paid In year....... 

2. Contributions carried over from prior years. 


3. Total deductible for year «nb)eci to limitation.. 

4. Limitation applicable to year. 

t. Amount deductible for year.. 

0. Contributions carried over to snccccding years., 


Profli-*harinr trust contributions and limitations, deductions, and carryovers 
under section 404 (a) (3): 

7. Contribution* paid In year.... 

8. Contributions carried over from prior years. 

0. Total deductible for year subject to limitation..... 

10. Limitation applicable to ymr. 

11. Amount deductible for year............... 

U. Contributions carried over to woeecdlnc years-........___.... 

ASM JCATfOX O? OFCTtON 404 (a) C7I 


Totals for pension and nroflt-slwrint _____ I 
IS. Amount <toductibl* for year under section 404 (a) (7): 
(1) SO percent of compensation covered In year » | 

& ■- - 


(U fa) 2S percent of compensation covered In year •.. 

0» Total amount otherwise deductible for year; Item & plus Item 


fe) Smaller of (a) or (b). .. 

(11) Carryover from prior years under section 404 (a) (7).. 

(lti) Bum of (T) (e) and 00............................ 

(D Amount deductible: Lesser of (t> or (2) (111)... 

14. Carryover to sucoecdinc years under section 404 (a) (7): Item 12 (2) (in plus 
item 13 (2) (I) (b) minus item 13 (3)... 


> Includes carryover of 30 from 1956. 

1 Compensation otherwise paid or accrued during the year to the employees who are beneficiaries under the trusts 
In the year. 

*J0 percent limitation not applicable to first year of plan. 
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§ 1.404 (b) Statutory provisions; de¬ 
duction /or contributions of an employer 
to an employees * trust or annuity plan 
and compensation under a deferred- 
payment plan; method of contributions 0 
etc., having the effect of a plan . 

8*c. 404. Deduction for contributions Of 
an employer to an employees' trust or an¬ 
nuity plan and compensation under a de¬ 
ferred •payment plan. • • • 

<b> Method of contributions, etc., having 
the effect of a plan. If there Is no plan but 
a method of employer contributions or com¬ 
pensation has the effect of a stock bonus, 
pension, profit -sharing, or annuity plan, or 
similar plan deferring the receipt of compen¬ 
sation, subsection (a) shall apply as if there 
were such a plan. 

5 1 404 «b)-l Method of contribution, 
etc., having the effect of a plan; effect of 
section 404 <b>. Section 404 (a) is not 
confined to formal stock bonus, pension, 
profit-sharing, and annuity plans, or de¬ 
ferred compensation plans, but It in¬ 
cludes any method of contributions or 
compensation having the effect of a stock 
bonus, pension, profit-sharing, or an¬ 
nuity plan, or similar plan deferring the 
receipt of compensation. Thus, where a 
corporation pays pensions to a retired 
employee or employees or to their bene¬ 
ficiaries in such amounts as may be de¬ 
termined from time to Ume by the board 
of directors or responsible officers of the 
company, or where a corporation is un¬ 
der an obligation, whether funded or 
unfunded, to pay a pension or other de¬ 
ferred compensation to an employee or 
his beneficiaries, there is a method hav¬ 
ing the effect of a plan deferring the 
receipt of compensation for which de¬ 
ductions are governed by section 404 (a). 
If an employer on the accrual basis de¬ 
fers paying any compensation to an 
employee until a later year or years un¬ 
der an arrangement having the effect of 
a stock bonus, pension, profit-sharing, or 
annuity plan, or similar plan deferring 
the receipt of compensation, he shall not 
be allowed a deduction until the year In 
which the compensation is paid. This 
provision is not intended to cover the 
case where an employer on the accrual 
basis defers payment of compensation 
after the year of accrual merely because 
of inability to pay such compensation in 
the year of accrual, as, for example, 
where the funds of the company are not 
sufficient to enable payment of the com¬ 
pensation without Jeopardizing the sol¬ 
vency of the company, or where the 
liability accrues in the earlier year, but 
the amount payable cannot be exactly 
determined until the later year. 

f 1.4G4 (c) Statutory wrovisions; de¬ 
duction for contributions of an employer 
to an employees ' trust or annuity plan 
and compensation under a deferred-pay¬ 
ment plan; certain negotiated plans . 

Sec. 404. Deduction for contributions of 
an employer to an employees' trust or an¬ 
nuity plan and compensation under a de¬ 
ferred-payment plan. • • • 

(c) Certain negotiated plans . If con¬ 
tributions nre paid by an employer— 

(1) Under a plan under which such con¬ 
tributions are held in trust for the purpose 
of paying (either from principal or Income 
or both) for the benefit of employees and 
their families and dependents at least medi¬ 
cal or hospital care, and pensions on retire¬ 
ment or death of employees; and 
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(2) Such plan was established prior to Jan¬ 
uary 1, 1954. as a result of an agreement 
between employee representatives and the 
Government of the United 8tates during a 
period of Government operation, under 
seizure powers, of a major part of the pro¬ 
ductive facilities of tile Industry In which 
such employer Is engaged. 

such contributions shall not be deductible 
under this section nor be made nondeductible 
by this section, but the deductibility thereof 
shall be governed solely by section 182 (re¬ 
lating to trade or business expenses). This 
subsection shall have no application with 
respect to amounts contributed to a trust 
on or after any date on which such trust la 
qualified for exemption from tax under sec¬ 
tion 501 (a). 

5 1.404 (c)-l Certain negotiated 
plans; effect of section 404 <c). <a) Sec¬ 

tion 404 (a) does not apply to deduction* 
for contributions paid by an employer 
under a negotiated plan which meets the 
following conditions: 

<1> The contributions under the plan 
are held in trust for the purpose of pay¬ 
ing. cither from principal or income or 
both, for the benefit of employees and 
their families, at least medical or hospi¬ 
tal care, and pensions on retirement or 
death of employees; and 

(2) Such plan was established before 
January 1, 1054. as a result of an agree¬ 
ment between employee representatives 
and the Government of the United States 
during a period of Government opera¬ 
tion, under seizure powers, of a major 
part of the productive facilities of the 
industry in which such employer is en¬ 
gaged. 

If these conditions are met. such con¬ 
tributions shall be deductible under sec¬ 
tion 162, to the extent that they consti¬ 
tute ordinary and necessary business 
expenses. 

(b) The term "as a result of an agree¬ 
ment" is intended primarily to cover a 
trust established under the terms of an 
agreement referred to In paragraph (a) 
(2). It will also Include a trust estab¬ 
lished under a plan of an employer, or 
group of employers, who are in com¬ 
petition with the employers whose facil¬ 
ities were seized by reason of producing 
the same commodity, and who would 
therefore be expected to establish such a 
trust as a reasonable measure to main¬ 
tain a sound position in the labor market 
producing the commodity. Thus, for ex¬ 
ample. if a trust was established under 
such an agreement in the bituminous 
coal industry, a similar trust established 
about the same time in the anthracite 
coal industry would be covered by this 
provision. 

(c) If any such trust becomes qualified 
for exemption under section 501 (a). the 
deductibility of contributions by an em¬ 
ployer to such trust on or after the date 
of such qualification would no longer be 
governed by section 404 (c), even though 
the trust may later lose Its exemption 
under section 501 (a). 

5 1.404 (d) Statutory provisiotts; de¬ 
duction for contributions of an employer 
to an employees? trust or annuity plan 
and compensation under a deferred- 
payment plan; carryover of unused de¬ 
ductions. 

Sxc. 404 Deduction for contributions of an 
employer to on employees' trust or annuity 


plan and compensation under a deferred- 
payment plan. • • • 

(d) Carryover of unused deduction j. Ths 
amount of any unused deduction* or contrt. 
buttons In excess of the deductible amounts 
for taxable years to which this part doe* not 
apply which under section 23 (p) of ihs 
Internal Rcvcnuo Code of 1939 would be 
allowable as deductions In later years had 
such section 23 (p) remained In effect. '.ball 
be allowable os deductions In taxable yt?an 
to which this port applies as If such auction 
23 (p) were continued In effect for such 
yean. However, the deduction under the 
preceding sentence shall not exceed an 
amount which, when added to the deduction 
allowable under subsection (a) for contribu¬ 
tions made In taxable years to which this 
part applies, la not greater than the amount 
which would be deductible under fubnrrtioa 
(a) If the contributions which give rise to 
the deduction under the preceding sentence 
were mnde in a taxable year to which this 
part applies. 

5 1.404 fd)-l Carryover of unu ci 
deductions; effect of section 404 d ). 
Contributions for taxable years which 
began before January 1, 1954, (or ended 
before August 17. 1954, regardless of 
when they began) in excess of the de¬ 
ductible limits of section 23 (p> of the 
Internal Revenue Code of 1939 which 
would have been available as carryovers 
and deductible In succeeding taxable 
years, in order of time, had such section 
23 (p) remained in effect, are allowable 
as deductions for taxable years begin¬ 
ning after December 31.1953, and ending 
after August 16,1954, to the same extent 
that such deductions would have been 
allowable had such section 23 <p) re¬ 
mained in effect. Thi* provision, how¬ 
ever, does not increase a deduction for 
a taxable year beyond the applicable 
limits of section 404 (a) had the carry¬ 
over constituted part of the contribution 
for such year. Thus, for example, if a 
pension plan had been put into effect as 
of January 1,1953. when the past service 
liability was $1,000,000, and the employer 
contributed $500,000 in 1953, only 
$100,000 would be deductible In 1953 un¬ 
der section 23 ip) (1) (A) Oil) of the 
1939 Code, and $400,000 was available ai 
a carryover to 1954 under section 23 (p> 
(1) (A) (iv). If the employer made a 
contribution of the remaining $500,000 
in 1954, it would not result in allowable 
deductions of $200,000 for past serv.ee 
funding in that year (L e., $100,000 under 
section 404 »a) and another $100,000 un¬ 
der section 404 <d)). The total allowable 
deduction for such funding would be only 
$100,000 for 1954 (10 percent of the 
initial past service liability of $ 1 . 000 . 000 *, 
and the carryover to 1955 would be 
$800,000. Also, unused deduction carry¬ 
overs which arose under the second sen¬ 
tence of section 23 (p> (1) CC) of the 
1939 Code are continued for years be¬ 
ginning after December 31, 1953. as 
though arising under the second sen¬ 
tence of section 404 (a) (3) (A). 

5 1.6033 (a) Statutory provisions; re¬ 
turns by exempt organizations; general. 

Src. 0033. Returns by exempt organic 
Hon*—(a) General. Every organization. «* 
cept at hereinafter provided, exempt frr® 
taxation under aectlon 501 (a) shall file aa 
annual return, stating specifically the items 
of gross Income, receipts, and disbursesenu, 
and such other Information for the purpose 
of carrying out the provisions of subtitle A 
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u the Secretary or hi* delegate may by forms 
or regulations prescribe, and shall keep such 
records, render under oath such statements, 
mate such other returns, and comply with 
luch rules and regulations, as the Secretary 
or his delegate may from time to time pre¬ 
scribe. except that. In the discretion of the 
Secretary or his delegate, an organization 
described in section 401 (a) may be relieved 
from stating in 1U return any information 
which l* reported in returns filed by the 
employer which established such organiza¬ 
tion. No such annual return need be filed 
under this subsection by any organization 
exempt from taxation under the provisions 
of section SOI (a) — 

• • • • • 

I 1.6033-1 Returns by exempt organi¬ 
zations —(a) General . (1) tReserved.] 

(3) (Reserved.! 

(3> Every employees* trust described 
In section 401 (a) which is exempt from 
taxation under section 501 (a) shall file 
an annual return on Form 990-P. The 
return shall Include the Information re¬ 
quired by §1.401-1 <b> (5) (ID. The 
trust must also file the Information re¬ 
quired by § 1.404 (a)-2. unless the em¬ 
ployer has notified the trustee that he 
has or will timely file such information. 
If the trustee has received such notifica¬ 
tion from the employer, then the trust 
must file a copy thereof with its return 
and the other information required by 
the return. 

IF. R. Doc. 56-7649: Filed. Sept. 24, 1956; 

8:45 a. m.) 


TITLE 32—NATIONAL DEFENSE 

Chapter XVI—Selective Service 
System 

f Arndt. 711 

Pm 1690— Determination or Avails- 
tiLiTY or Members or the Standby 
Reserve or the Af.med Forces for 
Order to Active Duty 

STANDBY RESERVE FOLDERS 

Section 1690.6 of the Selective Service 
Regulations is amended to read as fol¬ 
lows: 

1 1690.6 Stondby Reserve Folder iSSS 
Form No. 90). The local board shall open 
an individual file for each reservist by 
preparing a Standby Reserve Folder 
*SSS Form No. 90) which file hereafter 
in this part is referred to as the “standby 
reserve folder”. Every paper and docu- 
mem pertaining to the determination of 
the availability of the reservist for order 
to active duty, except such papers and 
documents as may be designated by the 
Director of Selective Service, shall be 
filed in his standby reserve folder. 

(Sec. 10. 63 Slat. 018. os amended; 50 U 8. C. 
APP* 460. Interpret* or Applies sec. 233, 66 
Sut. 489. as amended; 50 U. S. C. 961; E. O, 
WTO. 13 F. R 4177; 3 CFR. 1948 8upp.) 

Tt ie foregoing amendment to the 
Selective Service Regulations shall be 
effective immediately upon the filing 
hereof with the Division of the Federal 

Register. 

tsEAll Lewls B. Hershey. 

Director of Selective Service. 
September 20. 1956. 

I** R. Doc. 56-7708; Filed, 8cpt 24. 1956; 
8:49 a. m.] 
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TITLE 38—PENSIONS, BONUSES, 
AND VETERANS’ RELIEF 

Chapter I—Veterans 9 Administration 

Part 7 —Soldiers* and Sailors* Civil 
Relief 

poucr 

In § 7.21, the Introductory paragraph 
immediately preceding paragraph (a) is 
amended to read as follows: 

§ 7.21 The policy . The term “policy" 
Includes any contract of life insurance 
on a life or endowment or term plan, and 
any benefit contract in the nature of 
life insurance arising out of membership 
in any fraternal or beneficial association, 
which was made and on which a pre¬ 
mium was paid before date of approval 
of the Soldiers* and Sailors* Civil Relief 
Act Amendments of 1942 (October 6, 
1942), or not less than 30 days before 
the date the insured entered into the 
military service. On applications for 
benefits of article IV of the Soldiers* and 
Sailor’s Civil Relief Act which arc made 
after July 11. 1956, the contract of in¬ 
surance must be made and a premium 
paid thereon not less than 180 days be¬ 
fore the date the Insured entered into 
the military service. A policy is not 
eligible for protection under the act if 
it contains any provision excluding or 
restricting liability for death arising from 
or in connection with military service, or 
any activity which the insured may be 
called upon to perform in connection 
with his military service, or requires the 
payment of an additional premium be¬ 
cause of military service. The provisions 
of the act are not applicable to policies 
of United States Government Life In¬ 
surance and National Service Life In¬ 
surance. 

• • • • • 

(Sec. 407. 54 StAt. 1185. as Amended; 70 Slat. 
528; 50U.8.C. App. 547) 

This regulation Is effective September 
25,1956. 

fsEALl John S. Patterson, 

Deputy Administrator. 

|F. R. Doc. 56-7703; Filed. Sept. 24. 1956; 

8:48 a. m. I 


TITLE 43—PUBLIC LANDS: 
INTERIOR 

Chapter I—Bureau of Land Manage* 
ment. Department of the Interior 

Appendix—Public land Ordtn 

|PubUc Land Order 1342] 

(Idaho 05778] 

Idaho 

RESERVING PUBLIC LANDS WITHIN THE 
NEZPERCE NATIONAL FOREST FOR USE OF 
THE FOREST SERVICE AS RECREATIONAL 
AREAS 

By virtue of the authority vested in 
the President by the act of June 4, 1897 
(30 Stat. 34. 36; 16 U. S. C. 473) and 
otherwise, and pursuant to Executive 
Order No. 10355 of May 26, 1952. It Is 
ordered as follows: 

Subject to valid existing rights, the 
following-described public lands within 
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the Nczperce National Forest In Idaho 
are hereby withdrawn from all forms of 
appropriation under the public-land 
laws, including the mining but not the 
mineral-leasing laws, and reserved for 
use of the Forest Service, Department of 
Agriculture, as recreational areas: 

Boise Meridian 

North Fork of 8late Creek Recreation Area: 
T. 27 N., R. 3 E. 
sec. 31, E^NE'iNE*4; 
aec. 32. WViNWUNW'i. 

The areas described aggregate 40 
acres. 

Red River Hot Springs Recreation Area: 

T. 28 N., R. 10 E., Unsurteyed 

A tract of land described by metes And 
bounds as follows: 

Beginning at corner No. 8 of H E. 8. No. 
242, thence 8. 1* 01* E. 398 feet, thence N. 
52* 00* R 3118.5 feet, thence N. 32* 00* E. 
2062.5 feet, thence North 820 feet, thence 
West 329 feet, theuce S. 51* 00* W. 1740 feet, 
thence 8. 4300* W. 3393 feet, thence 8. 20* 
00* E. 086.4 feet, thence 8. 66" 60* E. 33 feet, 
more or less, to the point of beginning. 

The area described contains 142.13 
acres. 

This order shall take precedence over 
but not otherwise affect the existing res¬ 
ervation of the lands for national forest 
purposes. 

Fred G. Aandahl, 
Acting Secretary of the Interior. 

September 19, 1956. 

(P. R. Doc. 56-7693; Filed. 8ept. 24. 1956; 
6:46 a. m.J 


TITLE 36—PARKS, FORESTS, AND 
MEMORIALS 

Chapter 1—National Park Service, 
Department of tho Interior 

Part 1—General Regulations 
aircraft 

September 18. 1956. 
Paragraph (a) (3) (i) of § 1.61 Air¬ 
craft. is revoked and (11) is renum¬ 
bered (i). 

(Sec. 3, 39 Stat. 535, as Amended; 16 U. 8. C. 3) 

Fred O. Aandahl, 
Acting Secretary of the Interior. 

|F. R. Doc. 56-7695; Filed, Sept. 24, 1956; 
8:46 a. m | 


TITLE 50—WILDLIFE 

Chapter I—Fish and Wildlife Service, 
Department of the Interior 

Svbchaptcr I—Notthwnl Atlantic Commercial 
Fisheries 

Part 155— Haddock Provisions 

Experience gained since the initial 
adoption of regulations effective May 31, 
1953 <18 F. R. 2414), prescribing restric¬ 
tions on trawling nets used in the taking 
of haddock In the Northwest Atlantic 
Ocean, has demonstrated a need for 
further revisions In the regulations to 
make the same more effective. 

In accordance with section 4 (a) of the 
Northwest Atlantic Fisheries Act of 1950, 
proposed amendments to the regulations 
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were submitted to the Advisory Commit* 
tee to the United States Commissioners 
on the International Commission of the 
Northwest Atlantic Fisheries on March 
26. 1956. at which time the proposed re¬ 
vised regulations received the approval. 
In principle, of the Advisory Committee. 

By notice of proposed rule making 
published on June 12. 1956 (21 F. R. 
4015) the public was Invited to par¬ 
ticipate in the adoption of proposed 
amendments to these regulations by sub¬ 
mitting data, views, or arguments to the 
Director. Fish and Wildlife Service. 
Washington 25. D. C. # within a period of 
thirty days from the publication of the 
notice. Consideration having been given 
to all pertinent data received in response 
to the notice, the regulations appearing 
below are adopted to replace Part 155- 
Haddock Provisions: 

Sec. 

155.1 Meaning of terms. 

155.2 Haddock registration certificates. 

155.3 Restrictions on flahlng gear. 

156.4 Temporary suspension of haddock 

registration certificates. 

155.5 Certain persons and vessels exempted. 

AtrrBoaiTv: f 155.1 to 155A Issued under 
sec. 7. 64 Slat. 1067; 16 U. 3. C. 9d6. 

5 155.1 Meaning of terms. When 
used in the regulations in this part, un¬ 
less the context otherwise requires, terms 
shall have the meanings ascribed here¬ 
inafter in this section. 

(a) Regulatory area. The words 
"regulatory area" mean that portion of 
the Convention area, including all waters 
except territorial waters, bounded by a 
line beginning at the terminus of the 
international boundary between the 
United States of America and Canada In 
Grand Marian Channel at a point in 
44*46'35.34*' north latitude, 66*54*11.23*' 
west longitude: thence due south to the 
parallel of 43*50* north latitude; thence 
due west to the Meridian of 67°40* west 
longitude; thence due south to the paral¬ 
lel of 42*20* north latitude; thence due 
east to a point in 66* west longitude; 
thence along a rhumb line In a south¬ 
easterly direction to a point in 42° north 
latitude 65 3 40' west longitude; thence 
due south to the parallel of 39° north 
latitude; thence due west to the Merid¬ 
ian of 71°40* west longitude: thence due 
north to a point three miles off the coast 
of the State of Rhode Island; thence 
along the coasts of Rhode Island. Massa¬ 
chusetts, New Hampshire and Maine at 
a distance of three miles to the point of 
beginning. 

(b) Haddock . The word "haddock** 
denotes any flsh of the species Melano- 
grammus aeglefinus. 

(c) Haddock fishing . The words 
"haddock fishing** mean and Include (1) 
the catching, taking or fishing for or the 
attempted catching, taking or Ashing for 
fish of the species Melanog rammus aeglc- 
flnus; and (2) the outfitting and depar¬ 
ture of a vessel for or the return of a 
vessel from haddock fishing. 

<d) Fishing vessel . The words "fish¬ 
ing vessel’* denote every kind, type or de¬ 
scription of watercraft or vessel subject 
to the Jurisdiction of the United States 
used in or outfitted for catching or proc¬ 
essing fish or transporting flsh from fish¬ 
ing grounds. 


(e) Trawl net . The words "trawl 
net** means any large bag net dragged 
in the sea by a vessel or vessels for the 
purpose of taking fish, 

(f) Cod end. The words "cod end" 
mean the bag-like extension attached to 
the after end of the belly of the trawl 
net and used to retain the catch. 

5 155.2 Haddock registration certifi - 
cates, (a) After the fifteenth day fol¬ 
lowing the effective date of this part, no 
person shall engage in haddock fishing 
within the regulatory area nor shall any 
person possess, transport or deliver by 
means of any fishing vessel haddock 
taken within such area except under a 
haddock registration certificate issued 
and in force in conformity with the regu¬ 
lations in this part. 

<b> The owner or operator of a fishing 
vessel may obtain without charge a had¬ 
dock registration certificate by furnish¬ 
ing. on a form to be supplied by the 
Fish and Wildlife Service, information 
specifying the names and addresses of 
the owner and operator of the vessel, the 
name, official number and home port of 
the vessel, and the period for which the 
haddock registration certificate is de¬ 
sired. The form shall be submitted, in 
duplicate, to the Regional Director. Fish 
and Wildlife Service, Department of the 
Interior. Boston, Massachusetts, who 
shall grant the registration certificate 
for the duration specified by the appli¬ 
cant In the form but in no event to extend 
beyond the end of the calendar year 
during which the registration certificate 
Is issued. New registration certificates 
shall similarly be issued to replace ex¬ 
pired. lost or mutilated certificates. An 
application for replacement of an expir¬ 
ing registration certificate shall be made 
in like manner as the original applica¬ 
tion not later than ten days prior to the 
expiration date of the expiring certifi¬ 
cate. 

(c) The haddock registration certifi¬ 
cate so Issued by the Fish and Wildlife 
Service shall be carried on board the 
vessel for which it is issued at all times 
and such certificate, the vessel, its gear 
and equipment shall at all times be sub¬ 
ject to inspection by officers authorized 
to enforce the regulations In this part. 

i 155.3 Restrictions on fishing gear. 
(a) No person shall possess at any time 
on board a vessel for which a haddock 
registration certificate is in force, or use 
or attempt to use from such vessel, a 
trawl net or nets, parts of nets or netting 
having a mesh size of less than four and 
one-half inches as defined in this section. 

<b) As used in this section, the term 
"mesh size of less than four and one-half 
inches** shall mean (1) with respect to 
any part of the net except the cod end. 
the average size of any twenty consecu¬ 
tive meshes in any row located at least 
ten meshes from the side lacings meas¬ 
ured when wet after use; and (2) with 
respect to the cod end. the average size 
of any row of meshes running the length 
of the cod end located at least ten meshes 
from the side lacings, measured when wet 
after use, or. at the option of the user, a 
cod end which has been approved, in 
accordance with paragraph (d) of this 
section, by an authorized employee of 
the Fish and Wildlife Service, as having 


a mesh size when dry before use equiva¬ 
lent to not less than four and one-balf 
Inches when wet after use. 

(c) All measurements of meshes when 
wet after use shall be made by the in¬ 
sertion Into such meshes under pressure 
of not less than ten nor more than 
fifteen pounds of a flat wedge-shaped 
gauge having a taper of two inches in 
nine inches and a thickness of three 
thirty-seconds of an Inch. 

<d) For the purpose of approving dry 
cod ends before use, as contemplated by 
paragraph <b) of this section, the aver¬ 
age mesh size of such cod ends shall be 
determined by measuring the length of 
any aingle row of meshes running the 
length of the cod end. parallel to the 
long axis of the cod end and located at 
least ten meshes from the side lacings, 
when stretched under a tension of two 
hundred pounds, and dividing the length 
by the number of meshes in such row; 
Provided . That not more than ten per¬ 
cent of the meshes in such row shall be 
more than one-half inch smaller when 
measured between knot centers than the 
average of the row. Cod ends so meas¬ 
ured which are constructed of the twines 
and are of not less than the average 
mesh sizes specified in the table below 
may be approved for haddock fishing by 
any authorized employee of the Fish and 
Wildlife Service by the attachment to 
such cod end of an appropriate seal 


Twine 

4-piy 45-yard manlla, 
double »trand. 

4-ply 50-yard manlla, 
double strand. 

4-ply 75-yard manlla. 
double strand. 

4-ply 80-yard manlla. 
double strand. 

120-thread cotton. 


Average mesh tizt 
6.625 inches (5ft") 

6.625 Inches (5ft"). 

6.625 Inches (5%’*)< 

5.500 inches (5ft"). 

4260 Inches (4ft**). 


(e) The alteration, defacement nr re¬ 
use of any seal affixed to a cod end in ac¬ 
cordance with this section Is prohibited. 

(f) The repair, alteration or other 
modification of a cod end to which a seal 
has been affixed In accordance with this 
section shall invalidate such seal and 
such cod end shall not thereafter be 
deemed to be approved for haddock fish¬ 
ing. Nothing contained in this para¬ 
graph shall preclude the continued use 
at the option of the user, of a cod end 
having an Invalidated seal affixed there¬ 
to: Provided , That such cod end after 
repair, alteration or other modification 
shall continue to have a mesh size of not 
less than four and one-haif inches as 
defined in paragraph (b> of this section. 

(g) The use In haddock fishing within 
the regulatory area of any device or 
method which will obstruct the meshes 
of the trawl net or which otherwise win 
have the effect of diminishing the size 
of said meshes is prohibited: Provided, 
That a protective covering may be at¬ 
tached to the underside only of the cod 
end alone of the net to reduce and pre¬ 
vent damage thereto. 

$ 155.4 Temporary suspension of hud- 
dock registration certificates, (a) The 
owner or operator of any fishing vessel 
which is proposed to be used in haddock 
fishing beyond the limits of the regula¬ 
tory' area or is proposed to be used Ifl 
fishing within such area for species of 
fish other than haddock, may obtain a 
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temporary suspension of the haddock 
respiration certificate Issued for such 
vessel for the specified period during 
which such nonregulated fishing is to be 

conducted. 

<b) Temporary suspension of haddock 
registration certificates shall be granted 
upon oral or written request, specifying 
the period of suspension desired, by an 
authorized officer of one of the following 
agencies: Pish and Wildlife Service. 
Coast Guard. Bureau of Customs, and 
Post Office Department, and by an au¬ 
thorized officer of the States of Maine 
and Massachusetts. Such officer shall 
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make appropriate endorsement on the 
certificate evidencing the duration of its 
suspension. 

5 155.5 Certain persons and vessels 
exempted. Nothing contained In the 
regulations in this part shall apply to: 

(a) Any person who or vessel which. 
In the course of taking fish other than 
haddock, takes and possesses a quantity 
of haddock not exceeding five thousand 
pounds, or ten percent of all fish on the 
vessel from which the fishing is con¬ 
ducted, whichever Is the greater. 

(b> Any person or vessel authorized 
by the Director of the Fish and Wildlife 
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Service to engage in haddock fishing for 
scientific purposes. 

(c) Any vessel documented as a com¬ 
mon carrier by the Oovernment of the 
United States and engaged exclusively 
in the carriage of freight and passengers. 

These regulations shall become effec¬ 
tive 30 days after publication in the 
Federal Register. 

Dated: September 18. 1956. 

Freo G. Aandahl. 
Acting Secretary of the Interior . 

|F. R Doc. 56-7602; Filed. 8cpt 24. 1056; 
8:45 a. m | 


PROPOSED RULE MAKING 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
I7CFR Parti066 1 

Irish Potatoes 

IMPORTATION 

Notice Is hereby given that the Secre¬ 
tary of Agriculture is giving considera¬ 
tion to the grade, size, quality and 
inspection regulations that are to be 
nude applicable to the importation of 
Irish potatoes into the United States 
pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1917. as amended <48 Slat. 31, as 
amended; 7 U. S. C. 601 et seq.; 68 Stat. 
508. 1047), and the applicable general 
regulations <7 CFR Part 1060>. 

The regulations under consideration 
are to apply to all Imports of Irish pota¬ 
toes on the same basis as regulations im¬ 
posed upon handlers of <1> round white 
or red skin varieties of Irish potatoes 
•frown in the State of Maine pursuant 
to regulations issued under Marketing 
Agreement No. 122 and Order No. 70 
<1970.303; 21 F. R. 6911), and <2> long 
varieties of Irish potatoes grown in cer¬ 
tain designated counties in Idaho and 
Malheur County. Oregon, pursuant to 
refutations issued under Marketing 
Agreement No. 98 and Order No. 57. as 
amended (5 957.314; 21 F. R. 4910. 6859). 

Consideration will be given to any 
views, or arguments pertaining 
thereto, which arc filed with the Direc¬ 
tor. Fruit and Vegetable Division. Agri¬ 
cultural Marketing Service. United 
SUtes Department of Agriculture. 
Washington 25. D. C.. not later than 10 
days following publication of this notice 
to the Federal Register. The proposals 
are as follows: 

11066.9 Potato Regulation No. 3. 
* a) During the period from October 22. 
1956, through July 13. 1957, and subject 
to the general regulations <Part 1060 of 
this chapter) applicable to the importa¬ 
tion of listed commodities and the re¬ 
quirements of this section, no person 
J :u:i import any Irish potatoes of any 
variety, other than certified seed pota¬ 
to* 3 - unless at least 90 percent of such 
Potatoes are “fairly clean" and (1) It 


they are of the round white or red skin 
varieties such potatoes meet the require¬ 
ments of the U. S. No. 1. or better, grade. 
2 Ya inches minimum diameter and 4 
Inches maximum diameter, and <2) if 
they are of the long white varieties (in¬ 
cluding. but not limited to. Russet Bur¬ 
bank variety) such potatoes meet the 
requirements of the U. S. No. 2. or better, 
grade. Size A. 2 inches minimum diam¬ 
eter or 4 ounces minimum weight. 

<b> Minimum quantities . Any impor¬ 
tation which, in aggregate, does not ex¬ 
ceed 500 pounds, may be imported with¬ 
out regard to the provisions of paragraph 
<a> of this section. 

<c) Plant quarantine. No provisions 
of this section shall supersede the re¬ 
strictions or prohibitions on potatoes 
under the Plant Quarantine Act of 1912. 

<d» Certified seed imports. Any per¬ 
son may import certified seed potatoes, 
which shall include only those potatoes 
W’hich are officially certified and tagged 
as seed potatoes by the Plant Protection 
Division. Science Service, Canada De¬ 
partment of Agriculture. 

<e> Designation of Governmental In¬ 
spection Service. The Fruit and Vege¬ 
table Inspection Services, Fruit and 
Vegetable Division. Marketing Service. 
Canada Department of Agriculture, is 
hereby designated, pursuant to l 1060.4 
(a) of this chapter, as a governmental 
inspection service for the purpose of 
certifying the grade, size, quality, and 
maturity of Irish potatoes that are im¬ 
ported, or to be Imported, from Canada 
into the United States under the provi¬ 
sions of section 8e of the act. 

(f) Inspection and official inspection 
certificates . (1) Inspection by the Fed¬ 
eral or Federal-State Inspection Service, 
by the Fruit and Vegetable Inspection 
Services, Fruit and Vegetable Division, 
Marketing Service. Canada Department 
of Agriculture, or by such other govern¬ 
mental inspection service as may be 
designated, or approved, by the Admin¬ 
istrator. with appropriate evidence 
thereof in the form of an official Inspec¬ 
tion certificate issued by the respective 
service and applicable to a particular 
shipment of potatoes, is required on all 
imports of potatoes, other than certified 
seed, pursuant to 9 1060.3 of this chapter. 

(2) Inspection certificates shall cover 
only the quantity of potatoes that is be¬ 


ing Imported at a particular port of 
entry by particular importer. 

(3) The inspections performed, and 
certificates issued, by the Federal or Fed¬ 
eral-State Inspection Service shall be 
in accordance with the rules and regula¬ 
tions of the Department governing the 
inspection and certification of fresh 
fruits, vegetables, and other products 
(Part 51 of this title; 20 F. R. 4842). The 
cost of inspection and certification shall 
be borne by the applicant therefor. 

<4) Each inspection certificate issued 
with respect to any Irish potatoes to be 
imported into the United States shall 
set forth, among other things: 

<1) The date and place of inspection: 
til) The name of the shipper, or ap¬ 
plicant; 

<lii> The name of the importer (con¬ 
signee) : 

<iv> The commodity inspected: 

(v) The quantity of the commodity 
covered by the certificate; 

<vi> The principal identifying marks 
on the containers; 

(vii> The railroad car initials and 
number, the truck and trailer license 
number, the name of the vessel, or other 
identification of the shipment; and 
(viii) The following statement, if the 
facts warrant: Meets U. 8. Import re¬ 
quirements under section 8e of the Agri¬ 
cultural Marketing Agreement Act of 
1937. 

<g> Findings and determinations with 
respect to imports of Irish Potatoes. (1) 
Pursuant to section 8e of the Agricul¬ 
tural Adjustment Act of 1933, as amend¬ 
ed, and as reenacted and amended by the 
Agricultural Marketing Agreement Act of 
1937. as amended <48 Stat. 31. as amend¬ 
ed; 7 U. 8. C. 601 et seq.. 68 Stat. 906. 
907. 1047), it Is hereby found and deter¬ 
mined that during the effective time 
hereof <i> imports of Irish potatoes of 
the long varieties are in most direct com¬ 
petition with such varieties of Irish po¬ 
tatoes which are grown in the produc¬ 
tion area defined in Order No. 57 (Part 
957 of this chapter: designated counties 
in Idaho and Malheur County. Oregon) 
and (11) imports of Irish potatoes of the 
round white or red skin varieties are in 
most direct competition with such varie- 






7300 


PROPOSED RULE MAKING 


ties of Irish potatoes which are grown in 
the production area defined in Order No. 
70 (Part 970 of this chapter; the State 
of Maine). 

(2) It is hereby determined that the 
grade, size, and quality regulations here¬ 
by established for the respective varieties 
of Irish potatoes that may be imported 
into the United States are equivalent 
or comparable to those imposed upon 
domestic Irish potatoes under the afore¬ 
said marketing orders. 

<h) Definitions, <l) the terms "U. S. 
No. V\ "U. S. No. 2", "fairly clean", and 


"Size A M . mean the U. 8. No. 1 grade, 
U. 8. No. 2 grade, fairly clean, and Size A, 
respectively, as set forth in the United 
States Standards for Potatoes (f§ 51.1540 
to 51.1559. inclusive, of this title), in¬ 
cluding the tolerances set forth therein. 
For the purposes of this section, the fol¬ 
lowing United States Potato Standards 
and Canadian Potato Standards are de¬ 
termined to be equivalent; U. S. No. 1 
grade and Canada No. 1 grade; U. S. No. 2 
grade and Canada No. 2 grade except 
that the tolerances for size, as set forth 


in the said United States Standard may 
be used. 

<2) All other terms have the same 
meaning as when used in the Kenenl 
regulations (Part 1060 of this chapter) 
applicable to the importation of listed 
commodities. 

Dated: September 19.1956. 

[seal] S. R. Smith, 

Director, 

Fruit and Vegetable Division. 

|F. R. Doc. 56-7710; Piled, Sept. 24. 1956; 
8:49 a.m.J 


NOTICES 


DEPARTMENT OF THE TREASURY 

Fiscal Service; Bureau of Accounts 

[Dept. Circ. 670, Rev. Apr. 20, 1943, 1956. 

Supp. 150) 

Michigan Samr Co. 

SURETY COMPANY ACCEPTABLE ON FEDERAL 
BONDS 

September 20. 1956. 

A Certificate of Authority has been is¬ 
sued by the Secretary of the Treasury 
to the following company under the Act 
of Congress approved July 30, 1947, 6 
U. S. C. secs. 6-13, as an acceptable surety 
on Federal bonds. An underwriting limi¬ 
tation of $115,000.00 has been established 
for the company. Further details as to 
the extent and localities with respect to 
which the company is acceptable as sure¬ 
ty on Federal bonds will appear in the 
next issue of Treasury Department Form 
356, copies of which, when Issued, may be 
obtained from the Treasury Department, 
Bureau of Accounts, Surety Bonds 
Branch, Washington 25. D. C. 

Nome of company, location of principal 
executive office and 8tat« In which incor¬ 
porated: Michigan Surety Company. Lanalng, 
Michigan. 

I seal 1 W. Randolph Burgess. 

Acting Secretary of the Treasury. 

(F. R. Doc. 66-7704; Filed. Sept. 24. 1956; 

8:48 a.xn.] 

• ■ 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

Colorado 

notice or proposed withdrawal and 

RESERVATION OF LANDS 

September 17. 1956. 

The United States Forest Service of 
the Department of Agriculture has filed 
an application. Serial No. Colorado 
014643, for withdrawal of the lands de¬ 
scribed below, from all forms of appro¬ 
priation under the public land laws, 
including the general mining laws but not 
the mineral leasing laws, subject to 
existing valid claims. 

The applicant desires the land for use 
as recreation areas within the Rio 
Grande Natioual Forest. 


For a period of thirty (30) days from 
the date of publication of this notice, 
persons having cause may present their 
objections in writing to the undersigned 
official of the Bureau of Land Manage¬ 
ment. Department of the Interior, 357 
New Custom House, P. O. Box 1018. 
Denver 1, Colorado. 

If circumstances warrant it, a public 
hearing will be held at a convenient 
time and place, which will be announced. 

The determination of the Secretary 
on the application will be published in 
the Federal Register. A separate notice 
will be sent to each interested party of 
record. 

The lands involved in the application 
are: 


Nrw Mkxico Punqpal Meudian. Colorado 


aio grande national forest 


PalUvAdc Recreation Area: 
T. 40 N.. R. 2 F. 


flee. 3: 8WViNW*4; 

8ec. 4: Lota 2, 3 and 4 and 
8E»iNW«i; N^SEVi. 
T.41N..R2B.. 


Sec. 32: NE»4fiE% < 84SE>4; 
8ec. 33:8HSWk. 

Rlrer Hill Recreation Area: 

T. 40 N.. R 3 W_ 


See. 8: 8H8WU: 

Sec. 17: N*iNW»4: 

Sec. 18: Lota 1,2.3 and 4. NE’i, E r *NW‘4, 
NE!4SW*4. 

Thirty Mile Recreation Area: 

T. 40 N., H. 4 W.. 


SE J ,4, and 13.19 acrea more 
or lew. in the NliSWVi. covered under 
supplemental survey mode by O. L O 
Auguat 5. 1927. 

Reservoir Recreation Area: 

T. 40 N„ R. 4 W , 


8ec. 14: N^SW^. 

Marshall Park Recreation Area: 
T.41N.R.1W., 

See. 21: Lota 8 and 9. 

Rio Grande Recreation Area: 

T.41N..R 2 W , 

8ec. 32: SW*;. 

South Clear Creek Recreation Area: 

T. 41 N.. R 2 W.. 

Sec. 18: Lota 1 and 2. WftNE**, E** 
NWfc. * " 

T. 41 N.. B. 3 W., 


See. 13: E^NE»;. 

North Clear Creek Recreation Area: 

T. 41 N.,R 3 W.. 

Sec. I: SW>4. 

South Clear Creek Falls Recreation Areai 
T 41 N R 8 W 

Sec. 12: SW^NE^. 8E'4NWVi. JBU 
SWVi, KWUSE»4. 


Crooked Creek Recreation Area: 

T. 41 N., R. 3 W„ 

Sec. 23: 8E»48W^.8»48E*4; 

8«c. 26: N \iNZ %. NE»*NWJ4. 

Lost Trail Recreation Area: 

T. 41 N.. R. 4 W., 

Sec. 31: Lota 5. 8, 7 and 8, N NE‘4, 
8E>4NE»4.NEV;NW14. 

Total area: 2,958.58 acres. 

Warren J. Oray, 
Acting State Supervisor. 

IF. R. Doc. 56-7694; Filed. Sept. 24. 1956; 
8:46 a. m.| 


DEPARTMENT OF AGRICULTURE 
Rural Electrification Administration 
| Admlniatratlve Order 5526] 

IOWA 

LOAN ANNOUNCEMENT 

August 31,1956. 

Pursuant to the provisions of the Rural 
Electrification Act of 1936, as amended, 
a loan contract bearing the following 
designation has been signed on behalf 
of the Government acting through the 
Administrator of the Rural Electrifica¬ 
tion Administration: 

Loan designation: Amount 

Iowa 53P Linn_____ 1451.000 

fSEAL] Fred H. Strong. 

Acting Administrator, 

|F. R. Doc. 56-7683: Filed. Sept. 21. 1958; 

8:64 a. m.] 


[Admlniatratlve Order 5627) 
Kentucky 

AMENDMENT OF LOAN ANNOUNCEMTNT 

August 31 , 1956 . 

I hereby amend: (a) Administrative 
Order No. 4164. dated May 6, 1953. by 
reducing the loan of $50,000 therein 
made for "Kentucky 57M Bell’ by 
$41,155.29 so that the reduced loan shall 
be $8,844.71. 

[BEAL] FRED H. STRONG, 

Acting Administrator. 

|F. R. Doc. 56-7684; Filed. Sept. 21. ^ 
6:55 a. m.) 
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I Administrative Order 5523] 
Missouri 

LOAN ANNOUNCEMENT 

August 31.1956. 

Pursuant to the provisions of the Rural 
Electrification Act of 1936. as amended. 
a loan contract bearing the following 
designation has been signed on behalf 
of the Government acting through the 
Administrator of the Rural Electrifica¬ 
tion Administration: 

Loan designation: Amount 

Missouri 33 AD Butler_II. 400.000 

(seal] Fred H. Strong. 

Acting Administrator. 

|F. R. Doc. 56-7685; Filed. Sept. 21. 1956; 
8:55 a. m.) 


DEPARTMENT OF COMMERCE 

Federal Maritime Board 

New York & Cuba Mail 
Steamship Co. rr al. 

Jtoncr or cancellation or agreements 

Notice is hereby given that the Board 
by order dated September 17. 1956. ap¬ 
proved the cancellation of the following 
described agreements pursuant to Sec¬ 
tion 15 of the Shipping Act. 1916, 39 Stat. 
733.46 U. S. C. 814. 

<I) Agreement No. 7772 between New 
York k Cuba Mail Steamship Co. and 
Bull Insular Line. Inc., covers the trans¬ 
portation of general cargo under through 
bills of lading from Mexico to Puerto 
Rico, with transhipment at New York, 
Baltimore or Philadelphia. 

12 > AKreement No. 7983 between New 
York Is Cuba Mail Steamship Co. and 
Alcoa Steamship Company. Inc., covers 
the transportation of general cargo un¬ 
der through bills of lading from Mexico 
to Puerto Rico, with transhipment at 
New York or Baltimore. 

( 3> Agreement No. 7984 between New 
York Is Cuba Mail Steamship Co. and 
Bull Insular Line, Inc., covers the trans¬ 
portation of cargo under through bills 
of lading from Puerto Rico to Mexico, 
with transhipment at New York. Balti¬ 
more or Philadelphia. 

Dated: September 20.1956. 

By order of the Federal Maritime 

Board 

l seal! Geo. A. Vxehmann. 

Assistant Secretary. 

1*. R Doc. 56-7715: Filed, 8ept. 24. 1956; 

8:50 a. m.) 


Ckdwiu. ft Co. Inc* and H. L. Ziiolkr, 
Inc. 

Honct or agreement filed for approval 

Notice is hereby given that the fol- 
towlng described agreement has been 
filed with the Board for approval pur¬ 
suant to section 15 of the Shipping Act. 
*816. 39 Stat. 733. 46 U. S. C. 814. 

Agreement No. 8134 between Caldwell 
* Company. Inc., New York, and H. L. 
Ziegler. Inc.. Houston. Texas, is a coop- 
dative working arrangement between 
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the parties under which they perform 
freight forwarding services for each 
other. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Regulation Office. Federal Maritime 
Board. Washington, D. C.. and may sub¬ 
mit, within 20 days after publication of 
this notice in the Federal Register, 
written statements with reference to the 
agreement, and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: September 20. 1956. 

By order of the Federal Maritime 
Board. 

IsealI Geo. A. Viekmanx. 

Assistant Secretary. 

|F. R. Doe. 56-7716; Filed. Sept. 24. 1956; 

8:60 a. xn.| 


Office of the Secretary 

BENCHIMOL k Co., AND HOLLYWOOD 
Enterprises 

APPEALS BOARD ORDER 

In the matter of Jose Benchlmol, and 
Eliezner Benchimol, copartners, doing 
business under the firm names and styles 
of Benchimol Is Company and Hollywood 
Enterprises, 8 East 52d Street, New York 
22. New York; Appeals Board Docket No. 
FC-38; B F. C. Case No. 218. 

Appellants, by letter to the Appeals 
Board dated September 14, 1956, have 
withdrawn their appeal from an Order 
Revoking Export Licenses and Denying 
Export Privileges as to these appellants 
for a period of one month commencing 
September 23.1956 <21 F. R. 6495. August 
28. 1956.) 

By order of the Appeals Board dated 
September 6. 1956. appellants were 
granted an extension of the effective 
date of the aforesaid order from Sep¬ 
tember 23. 1956 to October 19. 1956. 

In view of appellants* withdrawal of 
their appeal, the Appeals Board order 
of September 6,1956 is no longer appro¬ 
priate. 

Therefore, it is ordered . That the Ap¬ 
peals Board order dated September 6, 
1956 be and hereby is vacated, and that 
the Order Revoking Export Licenses and 
Denying Export Privileges as to these 
appellants for a period of one month 
commencing September 23,1956 (21 F. R. 
6495, August 28. 1956) be and hereby is 
reinstated in its original form. 

Griswold Forbes, 
Deputy Chairman, Appeals Board . 

September 18. 1956. 

(F. R. Doc. 56-7699; Filed. Sept. 24. 1956; 

8:47 a. m.] 


Curt L. Oheim 

REPORT OF APPOINTMENT AND STATEMENT OF 
FINANCIAL INTERESTS 

Report of appointment and statement 
of financial Interests required by section 


710 (b) (6) of the Defense Production 
Act of 1950, as amended. 

Report of Appointment 

1. Name of appointee: Mr. Curt L. 
Oheim. 

2. Employing agency: Department of 
Commerce. Business and Defense Serv¬ 
ices Administration. 

3. Date of appointment: September 18. 
1956. 

4. Title of position: Consultant (Agri¬ 
cultural Equipment). 

5. Name of private employer: Deere 
and Company, Moline, Illinois. 

Carlton Hayward, 
Director of Personnel . 

September 18, 1956. 

Statement of Financial Interests 

6. Names of any corporations of which 
the appointee is an officer or director or 
within 60 days preceding appointment 
has been an officer or director, or in 
which the appointee owns or within 60 
day5 preceding appointment has owned 
any stocks, bonds, or other financial in¬ 
terests; any partnerships in which the 
appointee is, or within 60 days preceding 
appointment was, a partner; and any 
other businesses in which the appointee 
owns, or within 60 days preceding ap¬ 
pointment has owned, any similar inter¬ 
est. 

Deere & Company 
keece-Nevilie Company 
Giant Portland Cement Company 
Federated Deportment Store* 

Safeway Stores 
Bank Deposits 

Dated: September 18. 1956. 

Curt L. Oiieim. 

f F. R. Doc. 56-7690; Filed. Sept. 24.1956; 

8:45 a.m.) 


Oeorge E. Harding 

statement of changes in financial 
interests 

In accordance with the requirements 
of section 710 (b) <6) of the Defense 
Production Act of 1950, as amended, and 
Executive Order 10647 of November 28. 

1955, the following changes have taken 
place in my financial Interests as report¬ 
ed in the Federal Register of April 10, 

1956. 21 F. R. 2303. 

A. Deletions: No change. 

B. Additions: No change. 

This statement is made as of Septem¬ 
ber 19. 1956. 

George E. Harding. 

IF. R. Doc. 56-7691; Filed. Sept, 24. 1956; 
8:45 a. in.] 


DEPARTMENT OF LABOR 

Wage and Hour Division 
Learner Employment Certificates 

ISSUANCE TO VARIOUS INDUSTRIES 

Notice is hereby given that pursuant 
to section 14 of the Fair Labor Standards 
Act of 1938 (52 Stat. 1060, as amended; 
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NOTICES 


29 U. S. C. 201 ct aeq.), and Part 522 of 
the regulations Issued thereunder (29 
CFR Part 522). special certificates au¬ 
thorizing the employment of learners 
at hourly wage rates lower than the min¬ 
imum wage rates applicable under sec¬ 
tion 6 of the act have been Issued to the 
firms listed below. The employment of 
learners under these certificates is lim¬ 
ited to the terms and conditions therein 
contained and Is subject to the provisions 
of Part 522. The effective and expira¬ 
tion dates, occupations, wage rates, num¬ 
ber or proportion of learners and learn¬ 
ing periods for certificates Issued under 
general learner regulations <§§ 522.1 to 
522.12) are as Indicated below; condi¬ 
tions provided in certificates issued un¬ 
der special industry regulations arc as 
established in these regulations. Spe¬ 
cial certificates authorizing the employ¬ 
ment of student-workers as learners in 
school-operated Industries, as provided 
In Part 527 <29 CFR. Part 627). have 
been issued to the educational Institu¬ 
tions listed hereinbelow; the effective 
and expiration dates, occupations, wage 
rates, number or proportion of learners 
and learning periods are Indicated. 

A ppare l Industry Learner Regulations 
(29 CFR 522.20 to 522.24, as amended 
March 1. 1956, 21 F. R. 1349). 

The following learner certificates were 
issued authorizing the employment of 
10 percent of the total number of factory 
production workers as learners for nor¬ 
mal labor turnover purposes. 

Alabama Textile Products Corp.. Crestvlew. 
Fla.; effective 9-14-50 to 9-13-57 (men** pa¬ 
jamas). 

Chester Manufacturing Co., Inc., By-Pass 
72. Cheater. 8. C.; effective 9-4-50 to 9-3-57 
(men's dress shirts). 

Fortex Manufacturing Co.. Inc., 51 Mller 
Street. Ft. Depoelt, Ala.; effective 9-5-50 to 
9-5-67 (men's and boy’s pajamas). 

Hesteco Manufacturing Co., Inc., 443 West 
High Street. Elizabethtown, Pa.; effective 
9-7-50 to 9-6-57 (children's dresses). 

Hesteco Manufacturing Co.. Inc., 40 South 
John Street. Hummelstown. Pa.; effective 
9-7-50 to 9-6-57 (children's dresses). 

PAM Dress Co.. Turkey Run. Shenandoah, 
Pa.; effective 9-4-66 to 9 3-57 (ladles* 
dresses). 

Prcvore-Sanford, Inc^ 7 Mill 8treet, San¬ 
ford, Sprlngvale. Maine: effective 9-1-50 to 
6-61-67 (cotton housedresses, dusters, etc.). 

Boris-Smolrr A Sons. Inc.. 600-620 Craw¬ 
ford Avenue. Elkhart. Ind., effective 9-19-56 
to 9-18-57 (dresses). 

Wlnchondon Fashions, Inc.. 61 Railroad 
Street, Winchendon. Mass.; effective 9-10 56 
to 9-9-57 (dresses). 

The following learner certificates were 
issued for normal labor turnover pur¬ 
poses. The number of learners author¬ 
ized is indicated. 

Andrea Garment Co.. 50 Penn. Street, 
Quincy, Moss.: effective 9-10-56 to 9-9-57, 
authorizing the employment of 6 learners 
(ladles' housecoats). 

Arlene 8port swear Co.. 2950 Fulton Street, 
Brooklyn. N. Y.; effective 8-6-50 to 1-10-67, 
authorizing the employment of 0 learners 
(bathing suits, play suits, etc.). (Replace¬ 
ment certificate.) 

Bobby Dress Co.. 1710 Main Street, Dick¬ 
son City, Pa., effective 9-4-56 to 9-3-57, au¬ 
thorizing the employment of 10 learners for 
naitnal labor turnover purposes (dresses). 

Favorite Overall Co., Inc., 77 Bedford 
Street, Boston. Mats.; effective 9-3-56 to 
9-2-57; authorizing the employment of 3 


learners for normal labor turnover purposes 
(work pants and overalls). 

Miller Western Wear. Inc.. Baxley. Ga.. 
effective 9-4-56 to 9-3-57; authorizing the 
employment of 10 learners for normal labor 
turnover purposes (children's western type 
shirts). 

Morris Sportswear Co„ 210 Arch Street, 
Nanticoke, Pa.; effective 9-18-86 to 9-17-57; 
authorizing the employment of 5 learners for 
normal labor turnover purposes (ladies* 
sportswear). 

Portland Dress Co.. 155 Brackett Street. 
Portland. Maine; effective 9-3-56 to 9-2-57, 
authorizing the employment of 10 learners 
for normal labor turnover purposes (dresses). 

Boris Smolcr A Sons. Inc., 507 Jefferson, 
La Porte, Ind . effective 9-19-56 to 9-16-57. 
authorising the employment of 10 learners 
for normal labor turnover purposes (dresses). 

StylecraXt Sportswear, Inc., 75 Kncel&nd 
Street, Boston Mass.; effective 9-4-56 to 
9-3-67. authorizing the employment of 5 
learners for normal labor turnover purposes 
(ladles' blouses). 

Victory Dress Manufacturing Co., 311 
Mountain Road. Union City. N. J.; effective 
9-5-66 to 9-4-57; authorizing the employ¬ 
ment of 5 learners for normal labor turn¬ 
over purposes (misses and juniors' dresses). 

The following learner certificates were 
issued for plant expansion purposes. 
The number of learners authorized is 
Indicated. 

Albany Manufacturing Co., Albany. Ky.; 
effective 9-6-66 to 3-5-57; authorizing the 
employment of 25 learners (sport and dress 
shirts). 

Bayly Manufacturing Co., 1120 North Santa 
Fe Avenue. Visalia. Calif.; effective 9-3-56 
to 3-2-57, authorizing the employment of 40 
learners (work pants). 

Bocar Manufacturing Corp.. Putman Street, 
Tuckbannock. Pa ; effective 9-5-50 to 3-4-57, 
authorizing the employment of 10 learners 
(women's dresses). 

Crlofield Shirt A Pajama Co., Inc., Crls- 
field. Md.; effective 9-6-56 to 3-5-57. author¬ 
izing the employment of 20 learners (boys* 
shirts). 

New Em 8hlrt Co., Arcadia. Mo.; effective 
9-6-66 to 3-5-67, authorizing the employ¬ 
ment of 15 learners (men's and boys* sport 
shirts). 

Prevore-Sanford. Inc., 7 Mill Street, San¬ 
ford. Sprlngvale. Maine; effective 9-1-56 to 
2-26-67, authorizing the employment of 60 
learners (cotton housedresses, dusters, etc.). 

Henry I. 8legel Co., Inc., Bruceton. Tenn.; 
effective 9-5-56 to 3-4-67, authorizing the 
employment of 70 learners (men’s and boys* 
costs and Jackets). 

8uperlor Garment Contractors, Inc., Mid¬ 
dlesex. N. C.; effective 9-3-56 to 3-2-57, au¬ 
thorizing the employment of 80 learners 
(pedal pushers, shorts, blouses). 

Cigar Industry Learner Regulations 
(29 CFR 522.80 to 522.85, as amended 
March 1.1956,21 F. R. 629). 

General Cigar Co., Inc.. White Owl Avenue 
and Robert Burns Drive. Mshanoy City. Pa.; 
effective 9-14-56 to 9-13-57, authorizing the 
employment of 10 percent of the total num¬ 
ber of factory production workers for normal 
labor turnover purposes in the occupations 
of hand stripping and machine stripping, 
each for a learning period of 160 hours, st 
80 cents per hour. 

Glove Industry Learner Regulations 
(29 CFR 522.60 to 522.65, as amended 
March 1,1956,21 F.R. 581). 

Weils Lamont Corp., McGchee, Ark.; effec¬ 
tive 9-1-56 to 2-26-67, authorizing the em¬ 
ployment of 15 learners for plant expansion 
purposes (leather work gloves). 

Wells Lamont Corp., Waynesboro. Miss.; 
effective 9-6-56 to 3-4-57, authorizing the 


employment of 10 learners for plant n* 
pension purposes (leather palm work glov**). 

Wells Lamont Corp., Waynesboro. Miss; 
effective 9-5-66 to 9*4-57, authorialnths 
employment of 10 percent of the total num¬ 
ber of factory production workers engag'd 
In the authorized learner oocupatiem? for 
normal labor turnover purposes (Uathtr 
palm work gloves). 

Hosiery Industry Learner Regulations 
(29 CFR 622.40 to 522.43, as amended 
Marclbl, 1956, 21 F. R. 629). 

Acca Hosiery Mills (finishing plant). Yad¬ 
kin Street. Henderson, N. C.; effective 9-4-54 
to 9-3-57, authorising the employment of 6 
learners far normal labor turnover purposes, 
(dying and finishing of men’s seomlcu ho- 
■lery). 

The Batesvllle Co . Batesrllle, Miss: effec¬ 
tive 9-19-56 to 12-27-56, authorizing the 
employment of 25 learners for plant expan¬ 
sion purposes. (seamless) (replacement 
certificate). 

Brown Bros. Hosiery Mills, Inc., 629 Eighth 
Avenue. NB-, Hickory, N. C.; effective 9-10-56 
to 9-9-57. authorizing the employment of 
5 learners for normal labor turnover pur¬ 
poses (seamless). 

Brown Manufacturing Co. of the Caro!tnos, 
Inc.. 529 Eigth Avenue, NX., Hickory. N. C.; 
effective 9-10-56 to 9-9-57, authorizing the 
employment of 3 learners far normal labor 
turnover purposes (seamless). 

Paramount Hosiery Mills. Inc., 2004 Thomas 
Street. Hollywood. Fla.; effective 9-5-56 to 
9-4-57, authorizing the employment of 6 
learners for normal labor turnover purposes 
(seamless). 

Pittsburg Knitting Mills. Inc., 212 Ewt 
First Street. South Pittsburg. Tenn.; affective 
9-5-56 to 9-4-57. authorizing the employment 
of 5 percent of the total number of factory 
production workers for normal labor turn¬ 
over purposes, (seamless). 

Ruby Hosiery Mills, Inc., 529 Eighth 
Avenue. NE„ Hickory. N. C.; effective 9-19-56 
to 9-9-57, authorizing the employment of 
5 learners for normal labor turnover pur¬ 
poses. (seamless). 

Se-Ling Mills Corp.. 505 North Third 
8treet. Quincy, HI., effective 9-19-50 to 3-9-67, 
authorizing the employment of 19 learners 
for plant expansion purposes. (s«smleu>. 

Knitted Wear Industry Learner Regu¬ 
lation* (29 CFR 52230 to 522.35, as 
amended March 1, 1956, 21 F. R. 581). 

Salisbury Undergarment Co., Inc., Salis¬ 
bury. Pa.; effective 9-14-56 to 9-13-87, 
authorizing the employment of 6 learners 
for normal labor turnover purposes (ladles* 
knitted underwear). 

Strutwear. Inc.. Ciarksdale, Miss: effective 
9-1-56 to 2-28-67, authorizing the employ¬ 
ment of 5 learners for normal labor turnover 
purposes In the occupations listed below fur 
tho learning periods Indicated; Machiue 
knitter, 480 hours; machine stitcher, pmaer, 
loo per. topper, tacking, hand sewing each for 
320 hours; winder, dyeing machine operator, 
brush machine operator, and dryer operator 
each for 240 hours (replacement certificate) 
(women's underwear and sweaters). 

Strutwear, Inc., Ciarksdale, Miss.; effective 
9-1-56 to 2-28-57, authorizing the employ¬ 
ment of 20 learners for plant expansion pur¬ 
poses In the occupations listed below for th# 
learning periods indicated; Machine knitter 
480 hours; machine stitcher, prosscr. looper. 
toppers, tacking, and hand sewing each for 
320 hours; and winder, dyeing machine 
operator, brush machine operator, and dryer 
operator each for 240 hours (women's under¬ 
wear and sweaters). 

Shoe Industry Learner Refutations '29 
CFR 522.50 to 522.65, as amended March 
1, 1956, 21 F. R. 1195), 
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Farmington Shoo Co., Division of Tread 
SandAl Co,. Farmington. Me , effective 0-21-66 
to 3-30-67; authorising the employment of 
150 learners for plant expansion purposes 
1 women's novelty shoes). 

Regulations Applicable to the Employ¬ 
ment of Learners (29 CFR 522.1 to 522.12, 
as amended February 28. 1955, 20 F. R. 
645). 

Braymer Stuffed Toys. Inc.. Braymer, Mo.. 
tffecUvo 0-1-66 to 2-26-67. authorizing the 
employment of 5 learners for normal labor 
turnover purposes In the occupation of sew¬ 
ing machine operator, for 160 hours learn¬ 
ing period, at 90 cents per hour («luffed 
toy«), 

Carroll Manufacturing Co.. Westminster. 
Md. effective 9-1-66 to 2-28-67. authorizing 
the employment of 6 percent of the total 
number of factory production workers for 
norruul lubor turnover purposes In the occu¬ 
pations of sewing machine operator, hand 
irvar. Anal presser. finishing operations In¬ 
volving hand -sewing; each for a learning 
period of 480 hours, at rates of not leas than 
85 cents per hour for the first 280 hours and 
not less than 90 cents per hour for the re¬ 
maining 200 hours (men's sack coats and 
pants). 

Crbfteld Manufacturing Co.. Crlsfield. Md . 
effective 9-1-66 to 2-28-67, authorizing the 
employment of 5 percent of the total number 
of factory production workers for normal 
labor turnover purposes In the occupations 
of tewing machine operator, hand sewer, 
final presser, and finishing operations In¬ 
volving hand sewing; each for a learning 
period of 480 hours at rates of not less than 
85 cents per hour for the first 280 hours and 
not less than 90 cents per hour for the re¬ 
maining 200 hours (men's pants and slacks). 

Cove a try Ware, Inc.. 96 Robinson Avenue. 
Barbmon, Ohio, effective 9-1-58 to 2-28-67. 
authorizing the employment of 6 learners for 
normal labor turnover purposes in the occu¬ 
pations of finisher and decorator, each for 
M 0 hours learning period, at rates of not less 
tbsn 85 cents per hour for the first 160 hours 
»r-d not less than 90 cents per hour for the 
remaining loo hours (Olftware, novelties). 

Ellsworth Mills. Ellsworth. Maine, effective 
8*1-66 to 2-28-67. authorizing the employ¬ 
ment of 3 percent of the total number of 
factory production workers for normal labor 
turnover purposes In the occupations of mule 
ptocer. drawer In, percher. glU box tender, cap 
•Ptaner. ring spinner, twister, spooler, and 
mw*r; each for a learning period of 320 
flour*; and In the occupations of chain build- 
buxler. drop wire hand, winder, and 
fveler. each for a learning period of 240 hours; 
m se 90 cents per hour (worsted yams). 

Fit Rite 8 ports Headwear. 313 North Capitol 
Avenue, Indianapolis. Iud., effective 9-10-66 
to 3-9-67, authorizing the employment of 4 
wsrncr* for normal labor turnover purposes 
to the occupation of .sewing machine oper¬ 
ator. for a learning period of 200 hours at 
» oenta per hour (cloth headwear). 

Fnrdman-Marki Clothing Co.. 1400 West 
Jayahsli Street. Richmond. Va., effective 
"-L58 to 2-28-67. authorizing the employ¬ 
ment of 5 percent of the total number of 
ractory production workers for normal labor 
turnover purposes In the occupations of sew- 
machine operator; final presser. hand 
and finishing operations Involving 
“Atm aewing; each for a learning period of 480 
noun at rates of not less than 86 cents per 
notir for the first 280 hours and not less than 
? per hour for the remaining 200 

noun (men's suits, coats, and sportswear). 

Milo 8 . Goldberg Ac Co.. 41 West 25th 
New York. N. Y„ effective 9-10-56 to 
Authorizing the employment of 2 

nrners for normal labor turnover purposes 
n the occupation of combination turner- 
r?c4s«r-tewer, for a learning period of 320 
OOUri nt rates of not less than 85 cents per 
No. 166- 6 


hour for the first 160 hours and not leas 
than 90 cents per hour for tha remaining 
160 hours (men's how ties). 

Robt. Hall Manufacturing Co.. Inc.. 60 
Broadway, Brooklyn. N. Y., effective 9-10-56 
to 3-9-67, authorising the employment of 
100 learners for plant expansion purposes. 
In the occupations of sewing machine oper¬ 
ator and final presser, each for a learning 
period of 480 hours, at rates of not leas than 
86 cents per hour for the first 280 hours and 
not less than 90 cents per hour for the re¬ 
maining 200 hours (men's suits, topcoats, 
and sport coats). 

Hampstead Clothing Division, Webster 
Clothes, Inc., Hampstead, Md., effective 
9-1-56 to 2-28-57. authorizing the employ¬ 
ment of 6 percent of the total number of 
factory production workers for normal labor 
turnover purposes, in the occupations of 
sewing machine operator, hand sewer, final 
presser, finishing operations Involving hand 
sewing; each for a learning period of 480 
hours, at rates of not less than 86 cents per 
hour for the first 280 hours and not less 
than 90 cents per hour for the remaining 
200 hours (men's sack coats). 

Hart Schaffner Ac Marx. 728 West Jackson 
Boulevard. Chicago, 111., effective 9-1-66 to 
2-28-57, authorizing the employment of 5 
percent of the total number of factory pro¬ 
duction workers for normal labor turnover 
purposes In the production of men's and 
boys* clothing only. In the occupations of 
sewing machine operator, hand sewing, final 
presser, and finishing operations Involving 
hand sewing; each lor a learning period of 
480 hours, at rates of not less than 86 cents 
per hour for the first 280 hours and not less 
than 90 cents per hour for the remaining 
200 hours (men*s suits, topcoats, overcoats, 
etc.). 

Lion Manufacturing Co.. Everett Pa . effec¬ 
tive 9-1-57 to 2-28-57, authorizing the em¬ 
ployment of 6 percent of the total number 
of factory production workers for normal 
labor turnover purposes In the occupations 
of sewing machine operator, hand sewer, final 
presser, and finishing operations Involving 
hand sewing: each for a learning period of 
480 hours, at rates of not less than 85 cents 
per hour far the first 280 hours and not less 
than 90 cents per hour for the remaining 200 
hours (men's sack coats). 

Melster Candies. Inc.. Madison Street. Cam¬ 
bridge, Wis . effective 9-9'58 to 3-8-57. au¬ 
thorizing the employment of 6 learners for 
normal labor turnover purposes in the occu¬ 
pations of candy coater and wrapping ma¬ 
chine operator, each for a learning period 
of 240 hours, at rates of not less than 90 
cents per hour for the first 120 hours and 
not less than 95 cents per hour for the re¬ 
maining 120 hours (candles). 

Mldd'.eburg Manufacturing Co., Hanover, 
Pa., effective 9-1-56 to 2-28-57, authorizing 
the employment of 6 percent of the total 
number of factory production workers for 
normal labor turnover purposes, in the oc¬ 
cupations of sewing machine operator, hand 
sewer, final presser. and finishing operations 
Involving hand sewing; each for a learning 
period of 480 hours, at rates of not less than 
85 cents per hour for the first 280 hours 
and not less than 90 cents per hour for the 
remaining 200 hours (men's pants, slacks 
and vests). 

Mount Union Manufacturing Co.. Mount 
Union. Pa., effective 9-1-58 to 2-28-57. au¬ 
thorizing the employment of 5 percent of 
the total number of factory production 
workers for normal labor turnover purposes. 
In the occupations of sewing machine oper¬ 
ator. hand sewer, final presser. and finishing 
operations Involving hand sewing; each for 
a learning period of 480 hours, at rates of 
not less than 85 cents per hour far the first 
280 hours and not leu than 90 cents per 
hour for the remaining 200 hours (men's 
sack coats). 

Palm Beach Co.. Roanoke. Ala., effective 
9-1-56 to 2-28-57, authorizing the employ¬ 


ment of 5 percent of ths total number of 
factory production workers for normal labor 
turnover purposes In the occupations of 
sewing machine operator, hand sewer, final 
presser. and finishing operations Involving 
hand sewing; each for a learning period of 
480 hours, at rates of not less than 85 cents 
per hour for ths first 280 hours and not leu 
than 90 cents per hour for the remaining 
200 hours (men's palm beach suits). 

Pattonsburg Manufacturing Co., Pattons- 
burg, Mo., effective 9-1-66 to 2-28-57, au¬ 
thorizing the employment of 5 percent of the 
total number of factory production workers 
for normal labor turnover purposes In ths 
occupations of sewing machine operator, 
hand sewer, and finishing operations Involv¬ 
ing hand sewing; each for a learning period 
of 240 hours, at 05 cents per hour (leather 
garments). 

Shell Arts Co.. 246 Wilmington Boulevard, 
Wilmington. Calif., effective 9-11-66 to 
3-10-57, authorizing the employment of 7 
learners for normal labor turnover purposes 
In the occupations of blank button cutting 
and finished button sorting, each for a 
learning period of 480 bourn at rates of 85 
cents per hour for the first 320 hours and 
90 cents per hour for the remaining 160 
hours (ocean pearl buttons). 

Staunton Manufacturing Co., Staunton. 
Va., effective 9-1-56 to 2-28-57, authorizing 
the employment of 5 percent of the total 
number of factory production workers for 
normal labor turnover purposes In the occu¬ 
pations of sewing machine operator, hand 
sewer, final presser. and fin Uhl ng operations 
involving hand sewing; each for a learning 
period of 480 hours, at rates of at least 85 
cents per hour for the first 280 hours and at 
least 90 cents per hour for the remaining 
200 hours (men's sack coats). 

Stewarts town Manufacturing Co., Stew¬ 
art* town, Pa., effective 9-1-56 to 8-28-57, 
authorizing the employment of 6 percent of 
the total number of factory production 
workers for normal labor turnover purposes. 
In the occupations of sewing machine opera¬ 
tor. hand sewer, final presser, and finishing 
operations involving hand sewing; each for 
a learning period of 480 hours, at rates of at 
least 85 cents per hour for the first 280 hours 
and at least 90 cents per hour for the re¬ 
maining 200 hours (men's sack coats and 
topcoats). 

Westminster Manufacturing Division, 
Webster Clothes. Inc., 54 East Main Street 
Westminster, Md.. effective 9-1-56 to 2-28-57, 
authorizing the employment of 5 percent of 
the total number of factory production work* 
ers for normal labor turnover purposes in 
ths occupations of sewing machine operator, 
hand sewer, final presser. and finishing oper¬ 
ations Involving hand sewing; each far a 
learning period of 480 hours, at rates of at 
least 85 cents per hour for the first 280 hours 
and not less than 90 cents per hour for the 
remaining 200 hours of the authorized learn¬ 
ing period. 

M. Wile k, Co.. Inc„ 77 Goodoll Street, 
Buffalo, N. Y., effective 9-1-56 to 2-28-57, 
authorizing the employment of 14 learners 
for normal labor turnover purposes In the 
occupations of sewing machine operator, 
hand sewer, and finishing operations involv¬ 
ing hand sewing; each for a learning period 
of 480 hours, at rates of at least 85 cents per 
hour for the first 280 hours and at least 90 
cent* per hour for the remaining 200 hours 
(men's suits, sportcoat*, etc.). 

Winsor Manufacturing Co.. 44 Hazel Street, 
Woonsocket. R. L, effective 9-1-66 to 2-28-57, 
authorizing the employment of 6 learners for 
normal labor turnover purposes In the occu¬ 
pations of sewing machine operator and 
presser; each for a learning period of 320 
hours, at rates of at least 85 cents per hour 
for the first 160 hour* and at least 90 cents 
per hour for the remaining 160 hours (hand¬ 
kerchiefs). 
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Regulations Applicable to the Employ¬ 
ment of Student-Workers (29 CFR 527.1 
to 527.9, October 14, 1955, 20 F. R. 7737). 

Adelphlon Academy, Holly, Mich., effective 
9-1-55 to 12-31-56, authorising the employ¬ 
ment of 40 student-workers In the wood¬ 
working Indue try (treUioes, bird houses, 
etc.). In the occupations of woodworking ma¬ 
chine operator, assembler and related skilled 
and semiskilled occupations for a learning 
period of 400 hours at rates of 80 cents an 
hour for the first 200 hours and B5 cents an 
hour for the remaining 200 hours. 

Atlantic Union College, Main Street, South 
Lancaster. Moss., effective 9-1-56 to 8-31-57, 
authorlaing the employment of 15 student- 
workers In the print shop in the occupations 
of compositor, pressman, bindery worker, 
and related skilled and semiskilled occupa¬ 
tions for a learning period of 1,000 hours at 
rates of 80 cents per hour for the first 500 
hours and 85 cents per hour for the remain¬ 
ing 500 hours: and in the bindery Industry 
tho employment of 20 student-workers In the 
occupations of bookbinder, bindery worker, 
and related skUled and semiskilled occupa¬ 
tions for a learning period of 600 hours at 
rates of 80 cents per hour for the first 300 
hours and 85 cents per hour for the remain¬ 
ing 300 hours. 

Auburn Academy. Auburn. Wash., effective 
9-1-56 to 8-31-57. authorizing the employ¬ 
ment of 60 student-workers In the wood¬ 
working Industry (furniture). In the occupa¬ 
tions of woodworking machine operator, as¬ 
sembler, furniture finisher, and related 
skilled and semiskilled occupations, for a 
learning period of 600 hours at rates of 80 
cents per hour for the first 300 hours and 
85 cenu per hour for the remaining 300 
hours. 

Campbellsvlllt College, Campbcllsvllle. Ky„ 
effective 9-1-66 to 8-31-57, authorizing the 
employment of 10 student-workers in the 
woodworking Industry (furniture and handi¬ 
work "do-it-yourself*’ kits). In the occupa¬ 
tions of woodworking machine operator, 
veneer machine operator including glue reel, 
assembler, furniture finisher, and related 
skilled and semiskilled occupations, for a 
learning period of 600 hours at rates of 80 
cents per hour for the first 300 hours and 85 
cents per hour for the remaining 300 hours; 
and tho employment of 10 student-workers 
in the metalworking industry in the occupa¬ 
tions of machine tool operator, lathe, mill¬ 
ing, planer, shaper, drill press, die casting, 
and related skilled and semiskilled occupa¬ 
tions. for a learning period of 850 hours at 
rates of 80 cents per hour for the first 425 
hours and 85 cents per hour for the re¬ 
maining 425 hours. 

Cedar Lake Academy, Cedar lAke. Mich., 
effective 9-1-56 to B-31-57. authorizing the 
employment of 35 student-workers In the 
woodworking industry (Redwood lawn fur¬ 
niture), in the occupations of wood working 
machine operator, assembler. and reluted 
skilled and semiskilled occupations Includ¬ 
ing Incidental clerical work lu the shop; for 
a learning period of COO hours at rates of 80 
cents per hour for the first 300 hours and 
85 cents per hour for the remaining 300 
hours. 

Clear Creek Mountain Preachers Bible 
School. Plncvllle, Ky., effective 9-1-56 to 
8-31-57, authorizing the employment of 45 
student-workers In the furniture manufac¬ 
turing Industry, in the occupations of wood¬ 
working machine operator, assembler, furni¬ 
ture finisher, and related skilled and semi¬ 
skilled occupations. Including Incidental 
clerical work In the furniture shop; for a 
learning period of 600 hours at rates of 80 
cenu per hour for the first 300 hours and 85 
cents per hour for the remaining 800 hours. 

Emmanuel Missionary College. Berrien 
Springs, Mich., effective 9-1-56 to 8-81-57, 
authorizing the employment of: (1) in the 
book bindery Industry 40 student-workers, lu 


the occupations of bookbinder, bindery 
worker and related skilled and semiskilled 
occupations, for a learning period of 600 
hours at rates of 80 cents per hour for the 
first 300 hours and 85 cents per hour for the 
remaining 300 hours; (2) in the print shop 
industry 12 student-workers. In the occupa¬ 
tions of pressman, compositor, and related 
skilled and semiskilled occupations, for a 
learning period of 1,000 hours st rates or 80 
cenu per hour for the first 500 hours and 85 
cenu per hour for the remaining 500 hours; 
(3) in the furniture Industry 65 student- 
workers, in the occupations of woodworking 
machines operator, assembler, finisher, and 
related skilled and semiskilled occupations, 
for a learning period of 600 hours at rates of 
80 cenu per hour far the first 300 hours 
and 85 cenu per hour for the remaining 300 
hours; and (4) clerical occupations of book¬ 
keeper, typist? and related skilled and semi¬ 
skilled occupations, 5 student-workers for a 
learning period of 480 hours, at rates of 
80 cenu per hour for the first 240 hours and 
85 cenu per hour for the remaining 240 hours. 

Hawaiian Mission Academy, 1438 Pensa¬ 
cola Street, Honolulu, T. H., effective 9-1-66 
to 8-31-57, authorizing the employment of: 

(1) In the print shop industry 6 student- 
workers, In the occupations of compositor, 
pressman, bindery worker, eud related skilled 
and semiskilled occupations, for a learning 
period of 1,000 hours, at rates of 80 cenu per 
hour for the first 500 hours and 85 cenu per 
hour for the remaining 500 hours; and (2) 

1 student-worker in the clerical occupations 
of typist, bookkeeper, and related skilled 
and semiskilled occupations for a learning 
period of 480 hours, at rates of 80 cenu per 
hour for the first 240 hours and 85 cents per 
hour for the remaining 240 hours. 

La Sierra College, Arlington, Calif., effec¬ 
tive 8 1-66 to 8-31-57. authorizing the em¬ 
ployment of 5 student-workers in the print 
shop Industry in the occupations of press¬ 
man. compositor, linotype operator, bindery 
worker, and relAted skilled and semiskilled 
occupations, for a learning period of 1.000 
hours, at rates of 80 cenu per hour for the 
first 500 hours and 85 cenu per hour for 
the remaining 500 hours. 

Maplewood Academy. Hutchinson. Minn., 
effective 9-1-56 to 8-31-57, authorizing the 
employment of: (1) In the bookbindcry in¬ 
dustry, 25 student-workers in the occupations 
of bookbinder, bindery worker and related 
skilled and semiskilled occupations, for a 
learning period of 600 hours at rates of 80 
cenu per hour for the first 300 hours and 85 
cents per hour for the remaining 300 hours; 

(2) in the woodworking Industry (furni¬ 
ture), 40 student-workers In the occupations 
of woodworking machines operator, as¬ 
sembler. finisher, and related skilled and 
semiskilled occupations for a learning period 
of 600 hours, at rales of 80 cents p*r hour 
for the first 300 hours and 85 cents per hour 
for the remaining 300 hours; and (3) 0 
student-workers in the clerical occupations 
of typist, bookkeeper, and related and semi¬ 
skilled occupation* for a learning period of 
480 hours, at rate* of 80 cents per hour for 
the first 240 hours and 85 cents per hour 
for the remaining 200 hours. 

Platnvlew Academy, Redfield. S. Dnk.; ef¬ 
fective 9-1-56 to 8-31-57. authorizing the 
employment of 10 student-workers lu the 
broom shop In the occupations of broom 
maker, stitcher, and related skilled and 
semiskilled occupations for a learning period 
of 360 hours, at rates of 80 cents per hour 
for the first 180 hours and 85 cenu per 
hour for the remaining 180 hours. 

Southern Missionary College. Collcgedale 
Tenn.; effective 9-1-56 to 8-31-57. authoriz¬ 
ing the employment of: (l) in the print 
ahop, 27 student-workers In the occupations 
of compositor, pressman, and related skilled 
and semiskilled occupations for a learning 
period of 1.000 hours, at rates of 60 cenu 
per hour for the first 500 hours and 85 cenu 


per hour for the remaining 500 hours: (2) 
the broom shop. 53 student-worke; .■ in lbs 
occupations of broom maker, stitcher, sad 
related skilled and semiskilled occupation! 
for a learning period of 360 hours, fir rat* 
of 80 cents per hour for the first 180 hour* 
and 85 cenu per hour for the remain , g :$) 
hours; and (3| 20 student-workers in 
clerical occupations of typist, stone gri.pber, 
and related skilled and semiskilled c- cup*. 
tlons for a learning period of 480 hours, st 
rates of 80 cents per hour for the first 240 
hours and 85 ocnU per hour for the remain¬ 
ing 240 hours. 

Thunder bird Academy. Scottsdale. Arlz; 
effective 9-1-56 to 8-31-57, authorizing thi 
employment of 30 student-workers in tu 
woodworking Industry (furniture), in tbs 
occupations of woodworking machine oper¬ 
ator, assembler, furniture finisher helper, 
and related skilled and semiskilled occupa¬ 
tion* Including Incidental clerical work in 
the shop for a learning period of 600 hours 
at rates of 80 cents per hour for the first 300 
hours and 85 cents per hour for the remain¬ 
ing 300 hours. 

Union College, Lincoln, Neb.; effective 8- 
1-56 to 8-31-67, authorizing the employment 
of: (1) In the print shop, 6 student-warken 
in the occupations of compositor, pressman, 
and related skilled and semiskilled occupa¬ 
tions for a learning period of 1.000 hours, st 
rates of 80 cents per hour for the fim 500 
hours and 85 cents per hour for the remaning 
500 hours: (2) In the bookbindcry industry, 
10 student-workers in the occupations of 
bookbinder, bindery worker, and related 
skilled and semiskilled occupations for ft 
learning period of 600 hours, at rates of 80 
cents per hour for the first 300 hours and 85 
cent* per hour for the remaining 300 hour* 
(3) In the broom Industry. 5 student -workers 
in the occupations of broom maker, stitcher, 
and related ektlled and semiskilled occupa¬ 
tions for a learning period of 360 hours at 
rates of 80 cents per hour for the first 180 
hours and 85 cents per hour for the remain¬ 
ing 180 hours; (4) in the furniture industry. 
30 student-workers in the occupations of 
woodworking machines operator, assembler, 
finisher, and related skilled and semUklUed 
occupations for a learning period of COO 
hours, at rates of 80 cents per hour for the 
first 300 hours and 85 cents per hour for the 
remaining 300 hours; and (5) 5 student- 
workers In the clerical occupations of book¬ 
keeper. business machines operator, and re¬ 
lated skilled and semiskilled occupations for 
a learning period of 430 hours, at rates of 80 
cents per hour for the first 240 hours and 85 
cents per hour for the remaining 240 hours. 

Upper Columbia Academy, Spangle, Wash, 
effective 9-1-56 to 8-31-57, authorizing th* 
employment of 52 student-workers in the 
furniture manufacturing industry (up¬ 
holstered furniture). In the occupations of 
woodworking machines operator, springer 
sewer, upholsterer, assembler, furniture 
finisher and related skilled and MUIlikilN* 
occupations, for a learning period of 600 
hours at rates of 80 cents per hour for tha 
first 300 hours and 85 cents per hour for the 
second 300-hour period. 

Each certificate has keen issued upon 
the employer s representation that em¬ 
ployment of learners at submmimtun 
rates is necessary In order to present 
curtailment of opportunities for employ¬ 
ment. and that experienced worked for 
the learner occupations are not available. 
The certificates may be canceled In the 
manner provided in the regulations and 
as indicated in the certificates Any 
person aggrieved by the Issuance of any 
of these certificates may sock a review or 
reconsideration thereof within fifteen 
days after publication of this notice in 
th? Ft.dehal Rxcistf* pursuant to th* 
p.ovUons of Pam 522 and 527. 









FEDERAL REGISTER 


Tuesday, September 25, 1956 

Signed at Washington, D. C., this 14th 
day of September 1958. 

Milton Brooke, 

Authorized Representative of the 
Administrator. 

(F. R Doe. 56-7707; Tiled. Sept 24. 1958; 
8:49 a. m.) 


CIVIL AERONAUTICS BOARD 

(Docket No. 7299 J 

Investigation or Pull Adult 
Parel for Unaccompanied Children 

NOTICE Or ORAL ARGUMENT 

Notice is hereby given, pursuant to 
the provisions of the Civil Aeronautics 
Act of 1938. as amended, that oral argu¬ 
ment in the above-entitled proceeding 
U assigned to be held on October 10. 
1956, at 10:00 a. m., e. d. s. t., in Room 
5042, Commerce Building. Constitution 
Avenue, between 14th and 15th Streets 
NW., Washington. D. C., before the 
Board. 

Dated at Washington. D. C., September 

20.1958. 

(seal] Francis W. Brown, 

Chief Examiner. 

|P. R Doc. 58-7713; Piled. Sept. 24. 1956; 
8:50 a. m.] 


(Docket Noe. 6770-8024) 

North Central-Lake Central Acquisi¬ 
tion of Control and Interlocking 
Directorate Proceeding 

NOTICE Or ORAL ARGUMENT 

Notice is hereby given, pursuant to the 
provisions of the Civil Aeronautics Act 
of 1938. as amended, that oral argument 
in the above-entitled proceeding is as¬ 
signed to be held on October 17, 1956. at 
10 00 u m.. e. d, s. t. f in Hoorn 5042. Com¬ 
merce Building, Constitution Avenue, be¬ 
tween 14th and 15th Streets NW. # 
Washington. D. C.. before the Board. 

Dated at Washington, D. C.. Septem¬ 
ber 20. 1956. 

ia*ALl Francis W. Brown. 

Chief Examiner. 

IF. R Doc. 56-7714; Plied. Sept. 24. 1958; 
8:50 a. m] 


federal communications 

COMMISSION 

(PCC 56 8951 

FCC Requests Comments on Require¬ 
ments for a Current Shu* Radio 
Station List 

September 20. 1956. 
The International Telecommunication 
union. Oeneva. Switzerland, promul¬ 
gates an international “List of Coast and 
snip Stations:* which is distributed to 
member countries every nine months. 
Haaio-equipped vessels navigating in¬ 
ternational waters are In general re¬ 
quired to carry this List aboard as a ship 
-tation document, as provided by inter¬ 
national agreement. 


Data concerning U. S. ship radio sta¬ 
tions licensed since July 1950 is. with 
few exceptions, not available from that 
list, resulting In many Individual re¬ 
quests for information being made to the 
Commission. Requests have also been 
received from the International Tele¬ 
communication Union on behalf of other 
member countries requiring data con¬ 
cerning U. 8. ship radio stations, as well 
as from U. S. Government agencies, 
private operating companies and the 
general public. 

In view of such requests, the Commis¬ 
sion is desirous of investigating the pos¬ 
sibility of compiling and publishing such 
data on a current and regular basis. 
Aside from the Information which must 
be included to meet the requirements of 
the International Telecommunication 
Union, it is essential that the Commission 
receive some indication of any additional 
needs of U. S. Government and private 
users, before a final determination can 
be made of specific information to be in¬ 
cluded in a listing of U. S. ship radio sta¬ 
tions. In addition, there are limitations 
imposed by the use of machine facilities 
(which appear to be the most economical 
and expeditious manner of producing 
such a list) and such limitations make 
it necessary to consider each item of data 
from the standpoint of its meeting (a) 
the requirements of the ITU; <b> essen¬ 
tial operating requirements of U. 8. Gov¬ 
ernment and private users or (c) desir¬ 
able operating requirements of such 
users. 

It is requested that Interested persons 
advise the Commission by December 12. 
1956. of the specific data considered 
worthy of inclusion in a listing of licensed 
U. 8. ship radio stations, itemized under 
the following categories: (1) essential; 
and (2) desirable. A brief description 
should also be included to show the needs 
which would be served by such a list. 
The frequency with which the list should 
be republished to incorporate changes 
also should be indicated, together with 
a preliminary estimate of the number of 
copies desired. 

Adopted: September 19.1956. 

Federal Communications 
Commission. 

(seal! Mary Jane Morris. 

Secretary . 

(F. R. Doc. 58-7718: Plied. 8«pt. 24. 1958; 

8:51 a. m.) 


(Docket Noe. 11588, 11777; FCC 56M-865J 

Joseph M. Ripley, Inc. and Robert 
Hecks her 

ORDER SCHEDULING PREHEARING CONFERENCE 

In re applications of Joseph M. Ripley, 
Inc., Jacksonville, Florida. Docket No. 
11588. File No. BP-9788; Robert Heck- 
sher. Jacksonville, Florida, Docket No. 
11777, File No. BP-10255; for construc¬ 
tion permits. 

It is ordered . This 19th day of Septem¬ 
ber 1956. that all parties, or their counsel, 
in the above-entitled proceeding are di¬ 
rected to appear for a pre-hearing con¬ 
ference pursuant to the provisions of 
$ 1.813 of the Commission’s rules, at the 
offices of the Commission in Washington. 
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D. C., at 10 o’clock a. m.. September 27, 
1956. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris. 

Secretary. 

(F. R. Doc. 56-7719; Filed, Sept. 24. 1056; 
8:51 a. m.) 


[Docket No. 11687 etc.; FCC 56-875| 
Robert A. Mens el et al. 

ORDER AMENDING ISSUES 

In re applications of Robert A. Mensel, 
WilUmantic. Connecticut. Docket No. 
11687. File No. BP-10074; Conant Broad¬ 
casting Company. Inc. iWHIL), Med¬ 
ford. Massachusetts. Docket No. 11688, 
File No. BP-10147; The Windham Broad¬ 
casting Company, Willimantic, Connecti¬ 
cut. Docket No. 11689, File No. BP-10194; 
for construction permits. 

At a session of the Federal Communi¬ 
cations Commission at its offices in 
Washington. D. C.« on the 19th day of 
September 1956; 

The Commission having under con¬ 
sideration a motion to enlarge issues 
filed on May 17, 1956. by Conant Broad¬ 
casting Company (WHIL); and an op¬ 
position to that motion filed on May 23, 
1956, by Wilson Broadcasting Corpora¬ 
tion (WAAB); 

It appearing that Conant. licensed on 
1430 kc at Medford, Massachusetts, filed 
an application to increase its power from 
1 kw to 5 kw and was designated for 
hearing partly because there is a possi¬ 
bility of adjacent channel interference 
(10 kc removed) by Conant to WAAB, 
Worcester. Massachusetts; 

It further appearing that Conant 
moves the Issues to be enlarged to In¬ 
clude: 

(a) To determine the type and char¬ 
acter of program service proposed to bo 
rendered by the applicant. Conant 
Broadcasting Company, Inc., and 
whether it would meet the needs of the 
populations and areas proposed to be 
served. 

(b) To determine the type and char¬ 
acter of program service rendered by 
Station WAAB. Worcester, Massachu¬ 
setts. and w hether this service meets the 
needs of the populations and areas pro¬ 
posed to lose such service as the result 
of interference from Station WHIL’s 
proposed operation, 

(c) To determine the type and char¬ 
acter of other services available to the 
population which would lose WAAB's 
service, upon a grant of the Conant 
Broadcasting Company, Inc. application. 

It further appearing, that a substantial 
percentage of the population within 
WAAB'8 normally protected contour 
may receive objectionable Interference 
from Conant operating as proposed; 

It further appearing, that pursuant to 
the provision of f 3.24 <b) of the Com¬ 
mission’s rules and in accordance with 
the opinion of the United States Court 
of Appeals in Democrat Printing Com¬ 
pany v. FCC. 91 App. D. C. 72, inclusion 
of the proposed issues (a) and <b), above, 
is appropriate; 

It further appearing, that no adequate 
show ing has been made in support of on 
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NOTICES 


Inquiry as broad as that contemplated 
by proposed issue <c), above; 

It Is ordered. That the subject motion 
of Conant Broadcasting Company, Inc. 
(WHIL) to enlarge the issues Is granted 
to the extent that the issues are enlarged 
by the addition of the above listed new 
Issues (a) and <b). to be designated Is¬ 
sues 3 (a) and 3 <b>, respectively; that 
the burden of proceeding with the intro¬ 
duction of evidence concerning new Issue 
No. 3 (a) is placed on Conant and con¬ 
cerning new Issue No. 3 <b) is placed on 
WAAB; and that in all other respects the 
petition is denied. 

Released: September 20. 1956. 

Federal Communications 
Commission, 

[seal 1 Mary Jane Morris. 

Secretary. 

(P. R. Doc. 50-7720; PUcd. 8ept 24, 1956; 
8:51 a. m| 


(Docket No. 11706; FCC 56M-868] 
Day-Nitb Radio Message Service Corp. 

ORDER CONTINUING HEARING 

In re application of Day-Nite Radio 
Message Service Corporation. Philadel¬ 
phia. Pennsylvania. Docket No. 11706, 
Pile No. 731-C2-R-56; for renewal of the 
license for station KOA593. a two-way 
communications facility in the Domestic 
Public Land Mobile Radio Service. 

The Hearing Examiner having under 
consideration a petition filed September 
14, 1956. by the applicant requesting a 
continuance of the above-entitled pro¬ 
ceeding from October 2, 1956. to an un¬ 
determined date and In support of such 
petition invited attention to the fact 
that simultancuosly there was being 
submitted a petition requesting the 
Commission to reconsider its order des¬ 
ignating the application for hearing and 
to grant the application without hear¬ 
ing; and 

It appearing that there are no objec¬ 
tions to the request for continuance and 
good cause for granting the same has 
been shown; 

7f is ordered , This the 19th day of 
September 1956, that the petition for 
continuance of the above-entitled pro¬ 
ceeding be and the same is hereby 
granted and the hearing now scheduled 
to begin on October 2. 1956. U continued 
until 21 days after the Commission has 
acted on the presently pending petition 
requesting the Commission to reconsider 
and grant the above-entitled application 
without hearing. 

Federal Communications 
Commission. 

[seal! Mary Jane Morris. 

Secretary. 

|F. R. Doc. 56-7721; Filed, Bcpt. 24. 1956; 
8:61 a. m.J 


(Docket No. 11787; FCC 56M-861] 

M. P. Ellinor 

ORDER CONTINUING HEARING 

In re application of M. P. Ellinor. 
Ormond Beach. Florida. Docket No. 


11787. Pile No. 137-C2-Rr-56; for renewal 
of the license for station KIE 364. a two- 
way communications facility in the 
Domestic Public Land Mobile Radio 
8ervice. 

The Hearing Examiner having under 
consideration an Implied request for con¬ 
tinuance of the hearing now scheduled 
for November 15. 1956. contained in a 
letter of M. F. Ellinor to the Commission 
dated September XI. 1956; and the oral 
assertion of counsel for the Common 
Carrier Bureau that the Bureau has no 
objection to a continuance to May L 
1957; # 

It is ordered, This 18th day of Septem¬ 
ber 1957. that the hearing of November 
15, 1956 is continued to May 1, 1957, at 
10:00 a. m.. in the offices of the Commis¬ 
sion, Washington, D. C. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

|F R D^. 56 7722; Filed. Sept. 24. 1C36; 
8:51 a. m.J 


[Docket No. 11786 etc.: FCC 56M 869J 
West Shore Broadcasting Co., et al. 

ORDER SCHEDULING PREHEARINO 
CONFERENCE 

In re applications of Samuel Babbit, 
Saul Dresner, Leonard Wechsler, Alfred 
Dresner. Fred Scbottland and Robert 
Gessner d/b as West Shore Broadcasting 
Company. Beacon. New York, Docket No. 
11786. File No. BP-9821; The Westport 
Broadcasting Company. Westport. Con¬ 
necticut. Docket No. 11787. File No. BP- 
9972; James W. Miller. Milford. Con¬ 
necticut. Docket No. 11788. File No. BP- 
10500; for construction permits. 

On the Hearing Examiner's own mo¬ 
tion: It is ordered . This 19th day of Sep¬ 
tember 1956, that the prehearing con¬ 
ference now under indefinite continuance 
Is rescheduled for Friday. September 28, 
1956, at 2:00 p. m., In the offices of the 
Commission, Washington, D. C. 

Federal Communications 
Commission, 

[seal! Mary Jane Morris. 

Secretary. 

|F. R. Dec. 56-7723; Flltd. 8«pt. 24. 1956; 
8:51 a. m.J 


[Docket No. 11806; FCC 56M-867| 
Indian City Broadcasting Co. 

ORDER SCHEDULING PREHEARING CONFERENCE 

In re applications of Odis L. Echols. Sr. 
and Odis L. Echols, Jr., d/b as Indian 
City Broadcasting Company, Anadarko, 
Oklahoma, Docket No. 11806, File No. 
BP-10413; for construction permit. 

Pursuant to fig 1.813 and 1 841: It is 
ordered. This 19th day of September 
1956, that a prehearing conference is 
scheduled for Wednesday, October 3, 


1956, at 10:00 a. m., In the officco of t he 
Commission, Washington, D. C. 


Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secret ary. 


(F. R. Doc. 56-7724; Filed. Sept 21 . IK: 
8:51 *. m.) 


FEDERAL POWER COMMISSION 

(Docket No. 0-10749] 
Marshall County Gas Co. 

NOTICE OF APPLICATION 

September 19. 1954. 

Take notice that Marshall County Gu 
Company (Applicant), a Kentucky cor¬ 
poration with principal place of business 
at 101 East 11th 8trect. Benton Ken¬ 
tucky, filed, July 13, 1956 as amended 
August 15, 1956, pursuant to section I 
(a) of the Natural Gas Act. an appticA- 
tion for an order directing Texas Gas 
Transmission Corporation (Texru Gas) 
to establish physical connection of It* 
natural gas transportation facilities 
with Applicant's proposed natural gas 
system and to sell natural gas to Appli¬ 
cant for resale and distribution in and 
adjacent to the City of Benton (Benton), 
Marshall County, Kentucky, as herein¬ 
after described, all as more fully repre¬ 
sented in the application which is on fils 
with the Commission and open for pub¬ 
lic inspection. 

Applicant proposes to construct and 
operate approximately 7.5 miles of 4- 
inch lateral transmission line extending 
in a general southerly direction from & 
point of interconnection (tap) at U. 8. 
Highway No. 641 with the transmission 
line of Texas Gas to a master regulator 
station at the corporate limits of Benton 
together with a distribution system 
within Benton for the purpose of sup¬ 
plying the natural gas requirements of 
Applicant's proposed distribution sys¬ 
tem in Benton and customers adjacent 
to said lateral. 

The application states that the esti¬ 
mated total cost of this project ii 
$298,000 w’hlch will be financed through 
the issuance of $200,000 of 5 percent 
First Mortgage Bonds and $ 98,000 of 
common stock. The estimated annual 
gas requirements and peak day gas re¬ 
quirements In Mef at 15.025 psia for the 
first 5 years of operation are as follows; 
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Texas Gas filed on August 6,1956. pur¬ 
suant to S 1.9 (a) of the Commission* 
rules of practice and procedure, an an¬ 
swer to the aforesaid application w herein 
it states that it has no objection to ren¬ 
dering the service requested by Ap¬ 
plicant: Provided, (1) That Applied 
satisfies the Commission as to the pres¬ 
ent and future economic feasibility of 
the proposed project on the basis of Ap¬ 
plicant's estimated third year require¬ 
ments for said project (pointing out thst 


















Tuesday, September 25, 1956 

Texas Gas filed on June 15. 1956 in 
Docket No, 0-10751 a revised tariff pro¬ 
viding a rate exceeding that used by Ap¬ 
plicant in its estimates); (2) that the 
maximum dally delivery obligation of 
Texas Gas to Applicant does not exceed 
the 3d year requirements of 878 Mcf at 
15,025 p6ia (895 Mcf at 14.73 psla>; <3> 
that Texas Gas be not obligated to ren¬ 
der the proposed service until completion 
of its facilities authorized in Docket No. 
G-10062; (4) that the facilities of Ap¬ 
plicant necessary to receive, transport, 
and distribute the gas as proposed are 
completed not later than July 1. 1957; 
and ' 5) that Applicant executes a serv¬ 
ice agreement acceptable to Texas Gas 
within 45 days after the Issuance of any 
Commission order authorizing the re¬ 
quested service to be effective upon the 
commencement of deliveries. 

By amendment filed August 15, 1956 to 
its application. Applicant states, inter 
alio, that all of the conditions requested 
by Texas Gas are acceptable to Appli¬ 
cant. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 

to that end: 

Take further notice that protests or 
petitions to intervene may be filed with 
the Federal Power Commission, Wash¬ 
ington 25, D. C.. in accordance with the 
rules of practice and procedure (18 CFR 
1.8 or MO) on or before October 8, 1956. 

[seal] Leon M. Fuquay, 

Secretary . 

IF. fl Doc. 56-7696; FUed. 8ept. 24. 1956; 

8:47 s. m. | 


(Docket No. 0-111061 
Gulf Oil Coup. 

OtDER SUSPENDING PROPOSED CHANCE IN 
RATES 

Gulf Oil Corporation (Applicant) on 
August 20, 1956. submitted for filing a 
Proposed change In its rate schedule for 
A wle of natural gas subject to the Juris¬ 
diction of the Commission. The pro¬ 
posed change is contained In the follow¬ 
ing filing which Is proposed to become 
effective on the date shown. 

Description; Purchaser; Rate Schedule 

Utxiff nation; and Propoted Effective Date 

Notice of change dated August 14. 1956; 
T«xa* Cla* pip© Line corp.; Supplement No. 1 
™ Applicants FTC Oa* Rate Schedule No. 41; 

June 1. ms®. 

The increased rate and charge so pro¬ 
posed has not been shown to be justified 
And may be unjust, unreasonable, unduly 
discriminatory or preferential, or other¬ 
wise unlawful. 

Justification has not been given for the 
^quested, retroactive effective date of 
June 1, 1956. and this request will, there¬ 
fore. be denied. 

The Commission finds: It is necessary 
And proper in the public Interest and to 
A'd in the enforcement of the provisions 
of the Natural Gas Act that the Commls- 
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sion enter upon a hearing concerning the 
lawfulness of the said proposed change, 
and that the above-designated supple¬ 
ment be suspended and the use thereof 
deferred as hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority con¬ 
tained in sections 4 and 15 of the Natural 
Gas Act and the Commisjjon's general 
rules and regulations (18 CFR. Chapter 
I), a public hearing be held upon a date 
to be fixed by notice from the Secretary, 
concerning the lawfulness of the pro¬ 
posed Increased rate and charge con¬ 
tained In Supplement No. 1 to Applicant’s 
FPC Gas Rate Schedule No. 41; and, 
pending such hearing and decision there¬ 
on. said supplement be and is hereby 
suspended and the use thereof deferred 
until February 19. 1957, and until such 
further time as it is made effective in 
the manner prescribed by the Natural 
Gas Act. 

(B) Neither the supplement hereby 
suspended, nor the rate schedule sought 
to be altered thereby, shall be changed 
until this proceeding has been disposed of 
or until the period of suspension has ex¬ 
pired, unless otherwise ordered by the 
Commission. 

(C) Interested State commissions may 
participate as provided by 55 18 and 
1.37 <f> of the Commissio n’s rules of 
practice and procedure (18 CFR 1.8 and 
1.37 (f>>. 

Issued: September 19.1956. 

By the Commission. 

(seal] Leon M. Fuquay, 

Secretary. 

|F. R. Doc. 66-7697; Filed, Sept. 24. 1956; 

8:47 a. m.J 


INTERSTATE COMMERCE 
COMMISSION 

Fourth Section Applications for 
Relief 

September 20, 1956. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance with 
Rule 40 of the general rules of practice 
<49 CFR 1.40) and filed within 15 days 
from the date of publication of this 
notice in the Federal Register. 

LONG-AND-SHORT HAUL 

FSA No. 32652: Motor-ocean and mo - 
tor-ocean-mofor rates — Pan-Atlantic 
Steamship. Filed by Pan-Atlantic 
Steamship Corporation. Agent, for Itself 
and interested motor carriers. Rates on 
commodities moving on less truckload 
and volume class rates via motor-ocean, 
ocean-motor, and motor-ocean-motor 
routes, between points in Connecticut, 
Delaware, District of Columbia, Mary¬ 
land, Massachusetts. New Hampshire, 
New Jersey, New York. Pennsylvania, 
Rhode Island, and Vermont, on the one 
hand, and points In Texas, on the other, 
in connection with the Pan-Atlantic 
Steamship between the porta of Jersey 
City, N. J.. and Houston. Tex., and motor 
lines to and from these ports. 
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Grounds for relief: Competition with 
rail-water, w'ater-rall. and rail-water- 
rail carriers, and circuitous routes. 

Tariff: Supplement 9 to Pan-Atlantic 
Steamship Corporation tariff l C. C. 253. 

FSA No. 32653: Grain and grain prod - 
uefs —Belleville and East St . Louis . Ill 
to the East. Filed by H. R. Hinch. Agent, 
for interested rail carriers. Rates on 
grain and grain products, and related 
commodities, carloads and less carloads 
from Belleville and East St. Louis, Ill., 
on the St. L. B. & E. Ry.. to points in 
trunkline and New England territories 
named or described in the application. 

Orounds for relief: Grouping and cir¬ 
cuitous routes. 

Tariff: Supplement 82 to Agent 
Hiasch's tariff L C. C. 4403. 

FSA No. 32654: Demountable trailer 
body service —Missouri Pacific Railroad. 
Filed by Missouri Pacific Railroad Com¬ 
pany, for itself and interested rail 
carriers. Rates on freight loaded In 
demountable trailer bodies and trans¬ 
ported in open-top railroad cars between 
points in Arkaasas. Louisiana, Memphis, 
Tenn., and Texas. 

Grounds for relief: Motor truck com¬ 
petition. 

Tariff: Missouri Pacific Railroad Com¬ 
pany tariff I. C. C. 25. 

FSA No. 32655: Door and window 
frames—Southwest to central and east¬ 
ern territories . Filed by F. C. Kratz- 
melr, Agent, for interested rail carriers. 
Rates on door and window frames, car¬ 
loads from specified points in south¬ 
western territory to specified points in 
central, trunkline and New England 
territories. 

Grounds for relief: Short-line dis¬ 
tance formula and circuitous routes. 

Tariff: Supplement 173 to Agent 
Kratzmeir’s I. C. C. 4087 and three other 
tariffs. 

FSA No. 32656: Motor-ocean and mo¬ 
tor-ocean-motor rates — Pan-Atlantic. 
Filed by Pan-Atlantic Steamship Corpo¬ 
ration. Agent, for itself, and interested 
motor carriers. Rates on various com¬ 
modities. moving on commodity rates in 
specified minimum volume truckloads be¬ 
tween specified points on motor carriers 
in Connecticut. Delaware, District of Co¬ 
lumbia. Maryland. Massachusetts, New 
Hampshire. New Jersey. New r York. Penn¬ 
sylvania, Rhode Island, and Vermont, on 
the one hand, and points on motor car¬ 
riers in Texas, on the other, In connec¬ 
tion with the Pan-Atlantic Steamship 
between the ports of Jersey City, N. J. f 
and Houston, Tex. 

Grounds for relief: Competition with 
rail-ocean and rail-ocean-rail carriers 
and circuitous routes of applicants. 

Tariff: Supplement 2 to Pan-Atlantic 
Steamship Corporation tariff I. C. C. No. 
257. 

By the Commission. 

[seal] Harold D. McCoy. 

Secretary. 

| F. R. Doc. 56-7098; Filed. Sept. 24, 1956; 
8:47 a. m.) 
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